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TUESDAY, FEBRUARY 26, 1957 


Hovusr oF REPRESENTATIVES, 
ComMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON Pusiic Burtpines AND GROUNDS, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 1302, New House 
Office Building, at 10:10 a. m., Hon. Robert E. Jones, chairman of 
the subcommittee, presiding. 

Mr. Jones. The committee will come to order. 

The purpose of the committee hearings today is to evaluate the 
bill H. R. 4660 and to review in general the progress made by the 
various agencies under Public Law 519 of the 83d Congress. 

I will say for the members of the committee that this certainly is 
not an inquisition, but is an objective study and an analysis of what 
has been accomplished up until the present time, From that infor- 
mation and from the knowledge we obtain from the testimony pre-. 
sented to this committee, we will attempt to find out whether or nwt 
the failure of the program lies in a fault to be found in the law. 

If it is the law itself that is delaying the operation of this program, 
then we will use our good office  >d make whatever corrections are 
necessary to procure urgently 1 _. ied public buildings in the District 
of Columbia and the various municipalities throughout the country. 

In order that we can bring into play the bill that we have before 
us, it is necessary to make a general review of the entire program. 

Without objection, the reading of the bill will be dispensed with 
and it will be made part of the record at this point. 

(H. R. 4660 is as follows:) 


[H. R. 4660, 85th Cong., 1st sess.] 


A BILL To repeal the Public Buildings Purchase Contract Act of 1954, to require certain distribution and 
approval of new public building projects, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) the following laws and parts of laws are 
hereby repealed: 

1) Section 411 of the Public Buildings Act of 1949. 
2) The Public Buildings Purchase Contract Act of 1954. 
3) Section 202 of the Post Office Department Property Act of 1954. 

(b) No contract entered into with respect to the project for the Post Office 
and Court House, Rock Island, Illinois, General Serviczs Administration pro- 
spectus numbered 5-Ill.—01, shall be affected by the repeal of any provision of 
law by subsection (a) (1) of this section. 

(c) (1) Notwithstanding the repeal of section 411 of the Public Buildings Act 
of 1949, the Administrator of General Services is authorized to enter into purchase 
contracts with respect to the projects listed in paragraph (2) of this subsection, 
in accordance with, and subject to all of the provisions of such section 411 of the 
Public Buildings Act of 1949, as if such section were not repealed, except that 
no such purchase contract shall provide, directly or indirectly, for reimbursement 


1 
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to the contractor for payment of taxes by such contractor in connection with the 
project. 

(2) The projects referred to in paragraph (1) of this subsection are more 
specifically identified as follows: 


General Services 


Administration 
Building Prospectus No. 
W. Area No. 2—FOB No. 6__-_-------- 1 Sy apg eg AN too 3—DC-04 
Goasetal eee ee a Sy mhg > 2 ee mee we 3—-M D-03 
S. W. Area No. i—FOB No. 5- _... 83-DC-0l 
Federal Office Building—FOB No. 8—(H. ~E. W.—Food and Drug 
IED er OU ee ee Re SoS eee 3—-DC-03 
Federal Office Building—F OB No. Jomo eterans’ Administration)... 3-DC-05 
Federal Office Building—FOB No. 10_____----___--.___--_------- 3—DC-07 
Federal Office Building—FOB No. 9—(CSC)________________.._._.. 3—DC-02 
Franconia Warehouse Building --_-.-...--_-.-.------.--.-- . ceacaalihais ml 3-VA-05 


Src. 2. The first section of the Act entitled ‘‘An Act to provide for the con- 
struction of certain public buildings, and for other purposes’’, approved May 25 
1926, as amended (40 U. 8S. C. 341), is amended by striking out ‘‘That, to enable’ 
and inserting ‘“‘That (a) to enable’, and by adding at the end thereof the following 
new subsection: 

“(b) In order to insure the equitable distribution of projects throughout the 
United States with due regard for the comparative urgency of need for projects 
no appropriation shall be made to carry out the purposes of this Act for any 
project which has not been approved by resolutions adopted by the Committee 
on Public Works of the Senate and House of Representatives, respectively. For 
the purpose of securing consideration of such approval the Administrator of 
General Services shall transmit to each such committee a prospectus of the 
proposed project, including (but not limited to)— 

““(1) a brief description of the building located or to be erected at a given 
location; 

(2) an estimate of the maximum cost of site and building; 

**(3) a certificate of need for space signed by the head of the agency or 
agencies which will use the facility; 

(4) a statement by the Administrator of General Services that suitable 
space owned by the Government is not available and that suitable rental 
space is not available at a price commensurate with that to be afforded 
through the proposed action; and 

(5) a statement of rents and other housing costs currently being paid 
by the Government for agencies to be housed in the building to be con- 
structed, enlarged, remodeled, extended, or purchased.”’ 

Sec. (a) The first sentence of section 201 of the Post Office Department Property 
Act of 1954 is amended to read as follows: ‘‘It is the purpose of this title to supple- 
ment existing provisions of law for the leasing of space for postal purposes by pro- 
viding authorization for the acquisition of space through the execution of lease 
agreements under which the United States will obtain immediate use of such space 
and will make periodic payments.”’ 

(b) Section 204 of such Act of 1954 is amended by striking out “any lease- 
purchase or’’. 

(c) Subsection (a) of section 207 of such Act of 1954 is amended by striking out 
“except that any lease-purchase agreement to acquire real property under this 
title may be entered into and placed in effect after request for but prior to receipt of 
an opinion of the Attorney General with respect to the validity of title to the real 
property described therein.”’ and inserting in lieu thereof a period. 

‘ (d) Subsection (b) of section 207 of such Act of 1954 is amended to read as 
ollows: 

*“(b) Section 3709 of the Revised Statutes, as amended (41 U. 8. C. 5), shall 
apply to the lease agreements entered into under authority of paragraph (1) of 
section 203 (a) of this title.” 

Sec. 4. Until July 1, 1962, there is authorized to be appropriated sums totaling 
not more than $1,500,000,000 to carry out the purposes of the Act of May 25, 
1926, as amended; 


Mr. McGrecor. Off the record. 
(Discussion off the record.) 
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Mr. Jones. We have before us a thumbnail sketch of the bill, with 
the purpose and an analysis, which was prepared for the information 
of the committee. 

If there is no objection, the explanation will be made a part of the 
record at this point. 

(The document referred to is as follows:) 


PURPOSE OF THE BILL 


Authorizes a public building program by direct appropriation under the basic 
authority provided in the Public Buildings Act of 1926, as amended (Public 
Law 281, 69th Cong.). Repeals the Public Buildings Purchase Contract Act 
of 1954 and section 202 of the Post Office Department Property Act of 1954 
(Public Law 519, 83d Cong.). 

An appropriation of $1,500 million is authorized over a 5-year period, until 
July 1, 1962, to carry out the program. 


ANALYSIS OF THE BILL 


Section 1 repeals title I of Public Law 519, 83d Congress (Public Buildings 
Purchase Contract Act of 1954) which confers authority on the Administrator 
of General Services to negotiate and enter into lease-purchase agreements for 
leasing and ultimate acquisition of public buildings. It also repeals section 202 
of title II of such public law which confers a similar authority on the Postmaster 
General with respect to post office buildings. 

A savings clause provides that the contract which has actually been entered 
into with respect to the public building project at Rock Island, ih., shall not be 
affected by the repeal of the law under which it was entered into. Further, under 
this section, the Administrator of General Services would be able to make purchase 
contract agreements for certain public buildings in the metropolitan area of 
Washington, D. C., for which prospectuses have previously been approved by the 
Senate and House Committees on Public Works as if the lease-pure provisions 
of law had not been repealed with respect to those projects. 

Section 2 amends the Public Buildings Act of 1926, as amended (Public Law 
281, 69th Congress), which is presently in effect and which contains the basic 
authority for the construction by the Federal Government of public buildings 
through the Administrator of General Services. The amendment is designed to 
insure the equitable distribution of public building projects throughout the 
United States with due regard for the comparative urgency of need for such 
projects by prohibiting appropriation for any project until the Administrator of 
General Services has submitted a prospectus for each proposed public building 
to the Committees on Public Works of the Senate and Reuss of Reprommtatives 
and the committees approve such project. 

Section 3 is necessary because of the repeal of section 202 of the Post Office 
Department Property Act of 1954 in the first section of the bill and amends the 
various sections of title II of Public Law 519 to insure that the Postmaster Gen- 
eral’s authority will be limited to lease agreements only with respect to post office 
buildings. 

Section 4 authorizes an appropriation of $1,500 million over a 5-year period, 
until July 1, 1962, to carry out the purposes of the Public Buildings Act of 1926, 
asamended. This would permit appropriations in varying amounts not to exceed 
this total from time to time as the program would require without any limitation 
for any fiscal year. 


Mr. Jones. The list of witnesses which the members of the com- 
mittee has before them starts with Mr. Floete, the Administrator 
of the General Services Administration. 

I am going to defer Mr. Floete’s testimony in order for us to take 
the Comptroller General’s office, so that we can analyze the cost 
factors that enter into the Lease-Purchase Act under various assump- 
tions. 

I have a letter from Mr. Campbell, Comptroller General of the 
United States, which states that he has to appear before the Appropri- 
ations Committee at this time and so is not able to appear in person 











4 PUBLIC BUILDINGS PROGRAM 


here. He has asked that Mr. David Lambert, a representative of 
this office, and his associates, may appear for him this morning. 

So, Mr. Lambert, will you come around and identify your associates 
for the record? 


STATEMENT OF DAVID M. F. LAMBERT, REPRESENTATIVE OF 
THE OFFICE OF LEGISLATIVE LIAISON; ACCOMPANIED BY 
PHILIP CHARAM, ASSISTANT DIRECTOR, CIVIL ACCOUNTING 
AND AUDITING DIVISION; L. CARREL DAUGHERTY, SUPER- 
VISORY AUDITOR ON GSA AUDITS; AND LAWRENCE M. EICH- 
HORN, SUPERVISORY AUDITOR ON POST OFFICE AUDITS, 
GENERAL ACCOUNTING OFFICE 


Mr. Lampert. Mr. Chairman and members of the committee, my 
name is David M. F. Lambert. I am a representative of the Office 
of Legislative Liaison in the General Accounting Office. 

I have with me today Mr. Philip Charam, assistant director, civil 
accounting and auditing division of the General Accounting Office; 
Mr. L. Carrel Daugherty, supervisory auditor on General Services 
Administration audits; and Mr. Lawrence M. Eichhorn, supervisory 
auditor on the post office audits of the General Accounting Office. 

I would like to say that Mr. Campbell regretted he was unable to 
attend this hearing, inasmuch as he had the appropriations hearings 
to attend. There was a conflict. 

We have been asked by the chairman of this committee—— 

Mr. Jones. Before you proceed, let me inquire into this. Do all 
of the members of the committee have before them a copy of a letter 
that was directed to me bearing date of February 25, 1957? 

(The letter and analysis follow.) 


CoMPTROLLER GENERAL OF THE UNITED STaTEs, 
Washington, D. C., February 25, 1957. 
Hon. Rosrrt E. Jonss, Jr., 
Chairman, Subcommittee on Public Buildings and Grounds, 
Committee on Public Works, House of Representatives. 

Dear Mr. CuarrMan: It is regretted that I am unable to attend the sub- 
committee’s hearing on the lease-purchase program due to the fact that our hearing 
before the House Appropriations Committee on the 1958 budget estimates of the 
General Accounting Office is being held at the same time. However, in accordance 
with your request of February 12, 1957, and your subsequent discussion with 
representatives of this office on February 14, we have prepared an anslysis of the 
estimated cost factors involved in the public buildings projects approved by the 
Committees on Public Works of the Senate and House of Representatives pur- 
suant to Public Law 519, 83d Congress. ' 

Our analysis was made with particular reference to the funds required to carry 
out the acquisitions of the projects under the lease-purchase program and by 
direct appropriation. The results of our analysis are summarized as follows: 


Assuming appropriations are financed directly out of current revenues 





4-percent pur- | &percent pur- 


chase con- chase con- 
tracts tracts 
Projects acquired under lease-purchase program ...............---------.-- $1, 357, 614,000 | $1, 465, 210,000 
Projectsacquired by direct appropriation..................-..---.--.-...-- 714, 616, 000 714, 616, 000 





Additional appropriations required under the lease-purchase pro- 
ha aha ti tiated ai claheninetowrealt la ali lalate tndienrte tina eles petal 642, 998, 000 750, 594, 000 
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Assuming appropriations are financed out of borrowings at 8 percent with amortization 
out of current revenues 


4-percent 5-percent 

purchase 

contracts contracts 
Projects acquired under lease-purchase program -...........-...-.-------- $1, 656, 005, 000 | $1, 786, 148, 000 
Projects acquired by direct appropriation...............-.---..--.--.--.-.- 1, 021, 494,000 | 1, 021, 494, 000 


pnntlenmistidinmninnitin amin oncnnnennmnuineniinimiatenainiimaidntiaiiin 634, 511, 000 764, 654, 000 


As was agreed in the discussion previously referred to, we have eliminated from 
our computations the following three projects contained in the list furnished with 
your letter of February 12: 








Num- Location and building Reason for 
ber elimination 
62 | New. Orleans, La., post CUROdy O60. 5 oss s- 60 isn sh 55 -  pcndn sees ssus~snseni sic ald Superseded. 
94 | Washington, D. C., meteorological center. .......-.-.....-.-----.-.-.-----------s-- No Senate 
approval. 
147 | Sharon, Pa., post office and Federal office building. -_.-_..__-. Jibsis- Jee duct il Withdrawn, 





We have also made a detailed analysis of two specific projects as you requested. 
The projects selected are the United States Customs Court and Federal Office 
Building in New York City, and the United States post office in New Orleans, La. 
The results of our analysis on these two projects and additional data relative to 
our overall analysis are contained in the attachment hereto. 

Sincerely yours, 
JoserH CAMPBELL 
Comptroller General of the United States. 


ANALYSIS oF Estimatep Cost Factors INvotvep IN ACQUISITION oF 146’ 
APPROVED Prosects UnNpeR Pusiic Law 519, 8383p ConeGress as CoMPARED 
Witn Acquisitions By Direct APPROPRIATION 


In accordance with the request of the chairman, Subcommittee on Public 
Buildings and Grounds, Committee on Public Works, House of Representatives, 
we have prepared an analysis of the estimated cost factors involved in the acqui- 
sition of 146 public buildings projects approved by the Committees on Public 
Works of the Renate and House of Representatives pursuant to Public Law 519, 
83d. Congress. Our analysis was made with particular reference to the funds 
required to carry out the acquisition of the projects under the lease-purchase 
program and by direct appropriation. We have also made a detailed analysis 
of the following two specific projects: United States Customs Court and Federal 
ee Building in New York City, and the United States post officein New Orleans, 
4s, 

SUMMARY OF FINDINGS 


The results of our analysis are summarized as follows: 
Assuming appropriations are financed directly out of current revenues 





4-percent pur- | 5-percent pur- 
chase contracts | chase contracts 


Projects acquired under lease-purchase program. ..................-.-.-- $1, 357, 614,000 | $1, 465, 210, 000 
Projects acquired by direct appropriation..........................-.-.-- 714, 616, 000 714, 616, 006 


Additional appropriations required under the lease-purchase pro- 
NIIIIIN «<a exciatin econ abe Ieiceeeenediaudiancn adele caa taeda ae 642, 998, 000 750, 594, 000 
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Assuming appropriations are financed out of borrowings at 3 percent with amortization 
out of current revenues 








5-percent pur- 
chase contracts | chase contracts 
| | 
Projects acquired under lease-purchase program. ---_......__.____---- _.| $1, 656,005,000 | $1, 786, 148,000 
Projects acquired by direct appropriation...__....._._-..-- pe 


1, 021, 494, 000 1, 021, 494, 000 
ae appropriations required under the lease-purchase pro- 





634, 511, 000 764, 654, 000 


ASSUMPTIONS MADE 


This analysis has been prepared on two different assumptions: 

(1) that the appropriations are financed by the Treasury out of current 
revenues without borrowing; and 

(2) that all annual appropriations are financed by the Treasury through 
borrowings at 3 percent with amortization of principal and interest provided 
out of current revenues by equal annual installments over the periods of 
the purchase contracts. 

Under each of these assumptions, we have prepared separate estimates of the 
funds required to finance the projects under the lease-purchase program at annual 
interest rates of 4 and 5 percent, respectively. The periods of the purchase 
contracts considered in our estimates range from 10 to 30 years, in accordance 
with applicable policies and procedures of the General Services Administration 
and the Post Office Department, the responsible contracting agencies. Our 
estimates have also taken into account certain differences in the operating plans 
or procedures of the two agencies affecting the items financed under the purchase 
contracts. 

DIRECT ACQUISITION COSTS 


The 146 projects analyzed were reported by the General Services Administra- 
tion and the Post Office Department to involve a direct acquisition cost of 
$714,616,000 (see exhibit C), not including the cost of sites acquired by the Gov- 
ernment prior to approval of the projects and currently considered for use in 
these projects. The direct acquisition costs are summarized below: 


Construction of buildings: 
ER NI Ni ce chide dak Sabie mane $616, 077, 000 
Post Office Department (48 projects)._.__..__... 23, 912, 000 


—————— $639, 989, 000 
Acquisition of sites: 
nit Reteietitnttoad, aieneotlings dniner icc te She 38, 474, 000 
(1) 


—— 38, 474, 000 
Other project costs, including drawings, supervision, 
and miscellaneous expenses: 
ae tac = es IN SS TS RR 36, 153, 000 
Post Office Department. ..............---- (?) 
——————-_ 36, 153, 000 
Total estimated direct acquisition cost. _._.......--.-.--- 714, 616, 000 


1 All of the Post Office Department projects are planned for construction on sites acquired pritr to 
approval of projects. 
2? The cost of drawings, supervision, etc., are included by the Post Office Department in the estimates 
for construction of buildings. 
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PROJECT COSTS IF APPROPRIATIONS ARE FINANCED OUT OF CURRENT REVENUES 
WITHOUT BORROWING 


On the assumption that funds appropriated by the Congress were financed out 
of current revenues of the Treasury without borrowing, the estimated funds 
required to carry out the acquisitions of the 146 projects under the lease-purchase 
program and by direct appropriation are compared as follows: 





Appropriations financed directly 
out of current revenues 


4-percent pur- | 5-percent pur- 
chase contracts | chase contracts 


Projects acquired under lease-purchase program. ....................--.- $1, 357, 614,000 | $1, 465, 210, 000 

Projects acquired by direct appropriation................-.-.--.-.------- 714, 616, 000 714, 616, 000 
Additional appropriations required under the lease-purchase 

SROGHHMB LL. kd cbs eased Sch aR ee 642, 998, 000 750, 594, 000 





The computation of the total payments of $1,357,614,000 required under 
4 percent purchase contracts is summarized as follows: 


4 percent purchase contracts 
financed directly out of cur- 
rent revenues 





Recurring an- | Total payment 
nual payment! 





Construction costs of the buildings_-..___- soldi $41, 933,090 | $1,009, 404, 


Real estate taxes on buildings for period of the purchase contracts___.._- 11, 078, 000 273, 583, 000 
Site ahd other prolect Casts. nnn. scicencadencucuddahdsdadl cbbawde cuebdn behind odie sete wes 74, 627, 000 


Total under lease-purchase program. -..................-..--.---. + 53, 011, 000 1, 357, 614, 000 


! The amounts shown in this column represent the total recurring annual payments when all purchase 
contracts are ineffeect. Since the periods of the purchase contracts range from 10 to 30 years, the total annual 
payments will reduce as contracts are completed. 


The computation of the total payments of $1,465,210,000 required under 
5 percent purchase contracts is summarized as follows: 





5 percent purchase contracts 
| financed directly out of cur- 
ent revenues 





Recurring an- | Total payment 
nual payment ! 


Construction costs of the buildings. .....................--.-.--.-.-- se $46, 289,000 | $1, 117,000, 000 
Real estate taxes on buildings for period of the purchase contracts. - - .-.- 11, 078, 000 273, 583, 000 
Site and other project eosts....................-- = eneaidcn mune neon sbievkduabebednchedbaad ae ek 74, 627, 000 

Total under lease-purchase program. ..............-...........---- 57, 367,000 1, 465, 210, 000 


1 The amounts shown in this column represent the total annual payments when all purchase contracts 
areineffect. Since the periods of Soper contracts range from 10 to 30 years, the total annual payments 
will reduce as contracts are completed. 


PROJECT COSTS IF APPROPRIATIONS ARE FINANCED OUT OF BORROWINGS AT. 3 
PERCENT WITH AMORTIZATION OUT OF CURRENT REVENUES 


On the assumption that funds appropriated by the Congress for this program 
were not met out of current revenues, but were borrowed by the Treasury at a 3 
percent annual interest rate and repaid by equal annual amortization payments 
within the purchase contract periods, the estimated funds required to carry out 
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the acquisition of the 146 projects under the lease-purchase program and by direct 
appropriation are compared as follows: 





Appropriations financed out of 
borrowings at 3 percent with 
amortization out of current 
revenues 


4-percent pur- | 5-percent pur- 
chase contracts | chase contracts 





Projects acquired under lease-purchase program. -.....-.-.-.------------ $1, 656, 005,000 | $1, 786, 148, 000 
Projects acquired by direct appropriation._.............--.-.-.......--.- 1, 021, 494, 000 1, 021, 494, 000 


Additional appropriations required under the lease-purchase pro- 
EE athe bith de cnssincavenereneseniandbiaisindeaic 634, 511, 000 764, 654, 000 





The estimates of $1,656,005,000 and $1,786,148,000 required under 4 and 5 
percent purchase contracts include the previous estimates of $1,357,614,000 and 
$1,465,210,000 under appropriations financed out of current revenues, plus interest 
of $298,391,000 and $320,938,000, respectively, on Treasury borrowings of these 
amounts. 

The amount of $1,021,494,000 as computed for direct acquisition of the projects 
includes initial estimated costs of $714,616,000 and interest of $306,878,000 
thereon. 

DETAILED ANALYSIS OF SPECIFIC PROJECTS 


Exhibits A and B, attached hereto, contain a detailed analysis of the estimated 
cost factors involved in the acquisition of the following two specific projects under 
the lease-purchase program as compared with acquisition by direct appropriation: 

(a) United States Customs Court and Federal Office Building, New York 
City, N. Y. 

(6) United States post office, New Orleans, La. 


Exnrsit A 


ANALysis oF Estimatep Cost Factors INVOLVED IN ACQUISITION OF UNITED 
States Customs Court AND FrpeRAL Orrice Burtpinc, New Yor« City, 
N. Y., Unper Pusiic Law 519, 83p ConGress, as Comparep Wit AcqQuvt- 
SITION BY Direct APPROPRIATION 


SUMMARY OF FINDINGS 


The results of our analysis are summarized as follows: 


Assuming appropriations are financed directly out of current revenues 








4-percent 5-percent 
purchase purchase 
contract contract 
Project acquired under lease-purchase pregram.-__.-......-...-----..---- $152, 741, 000 $162, 856, 000 
Project acquired by direct appropriation. __............-.-- édaced — 65, 100, 000 65, 100, 000 
Additional appropriations required under the lease-purchase pro- 
RRA EE en Ohare Cape 87, 641, 000 97, 756, 000 





Assuming appropriations are financed out of borrowings at 3 percent with 
amortization out of current revenues 


4-percent 5-percent 








purchase purchase 

contract contract 
Project acquired under lease-purchase program. .------- aogin ae chdieet i $185, 963, 000 $198, 189, 000 
Project acquired by direct appropriation - —_------ usukiboccesehosette 93, 464, 000 93, 464, 000 


Additional appropriations required under the lease-purchase pro- 
ci odhiinniek inthis edbiewcnnngecnenmiiaminbbnetenshes 92, 499, 000 104, 725, 000 
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DIRECT ACQUISITION COST 


This project was reported by the General Services Administration to involve a 
direct acquisition cost of $65,100,000 as summarized below: 


Consteustion of Wulidltig. 20026 Se eat torr eas $59, 200, 000 
eee eee ee oe ee ae ws oars ann oa nee ee 3, 000, 000 

Other project costs, including drawings, supervision, and miscellane- 
ee ee ete teen anor een hb tes ban 2, 900, 000 
Total estimated direct acquisition cost___......---------- 65, 100, 000 


PROJECT COST IF APPROPRIATIONS ARE FINANCED OUT OF CURRENT REVENUES 
WITHOUT BORROWING 


On the assumption that funds appropriated by the Congress were financed 
out of current revenues of the Treasury without borrowing, the estimated funds 
required to carry out the acquisition of this project under the lease-purchase 
program and by direct appropriation are compared as follows: 


Appropriations financed di- 
rectly out of current revenues 


4-percent 5-percent 

purchase purchase 

contract contract 
Project acquired under lease-purchase program -.......-....--.--..---.-. $152, 741, 000 $162, 856, 000 
Project acquired by direct appropriation._.............-.....-.-..-.----- 65, 


100, 000 65, 100, 000 


Additional appropriations required under the lease-purchase 
DRORIGER, om bivciisgninent senedrne dveriiel AS Cieb Adah drocntienn 87, 641, 000 97, 756, 000 








The computation of the total payments of $152,741,000 required under the 4 
percent purchase contract is summarized as follows: 








4 percent purchase contract 
inanoed directly out of 
current revenues 





| 
Recurring Total pay- 








annual ment 
payment 
Construction cost of the building paid for in 25 years....................-...- $3, 757, 000 $93, 925, 000 
RO SG TU TE Se FONG sini kn en tniertntcn ws ciensanitidsk itdiaatinbeann wvitiecdaiainialg dal 2, 117, 000 52, 916, 000 
EUS GS GENE SION e Oa rettbtdocinvanccncccnceicbuiibedsdisenweimenpnandintacaieumaeae 5, 900, 000 
Total under lease-purchase program. .............-.....--.--.---..--.- 5, 874, 000 152, 741, 000 





The computation of the total payments of $162,856,000 required under the 
5 percent purchase contract is summarized as follows: 





5 percent purchase contract 
financed directly out of 
current revenues 


Recurring Total pay- 





annual ment 
payment 
Construction cost of the building paid for in 25 years........-...-.-.....-.-.. $4, 162,000 | $104, 040, 000 
Wonk eebate tenes $6 BH GOaGes... < . icccccssscccnccsssessccuscceh es 2, 117, 000 52, 916, 000 
Site and other project costs_.....................- Sc ddcittaddecetSStucc ck ee aves auceee , 900, 


Total under lease-purchase program. .........--...-....---.--2.2.----- 6, 279, 000 | 162, 856, 000 
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PROJECT COST IF APPROPRIATIONS ARE FINANCED OUT OF BORROWINGS AT 3 PERCENT 
WITH AMORTIZATION OUT OF CURRENT REVENUES 


On the assumption that funds appropriated by the Congress for this program 
were not met out of current revenues, but were borrowed by the Treasury at a 3 
percent annual interest rate and repaid by equal annual amortization payments 
within the purchase contract period, the estimated funds required to carry out 
the acquisition of this project under the lease-purchase program and by direct 
appropriation are compared as follows: 


Appropriations financed out of 
borrowings at 3 percent with 
amortization out of current 
|} revenues 


4 percent pur- | 5 percent pur- 
chase contract | chase contract 


Project acquired under lease-purchase program - --..--...-----.--------- < $185, 963, 000 $198, 189, 000 
Project acquired by direct appropriation...........-.-.-.---------------- 93, 464, 000 93, 464, 000 


Additional appropriations required under the lease-purchase pro- 
epee ing Fess besiediaen panes 92, 499, 000 104, 725, 000 








The estimates of $185,963,000 and $198,189,000 required under the 4 and 5 
percent purchase contracts include the previous estimates of $152,741,000 and 
$162,856,000 under appropriations financed out of current revenues, plus interest 
of $33,222,000 and $35,333,000 respectively on Treasury borrowings of these 
amounts. 

The amount of $93,464,000 as computed for direct acquisition of the projects 
includes initial estimated costs of $65,100,000 and interest of $28,364,000 thereon. 





Exuisit B 


ANALysis OF Estimatep Cost Factors INVOLVED IN ACQUISITION OF UNITED 
States Post Orrice, New OrvEANs, La., UNDER Pustic Law 519, 83p Con- 
GRESS AS COMPARED WITH ACQUISITION BY D1IREcT APPROPRIATION 


SUMMARY OF FINDINGS 
The results of our analysis are summarized as follows: 


Assuming appropriations are financed directly out of current revenues 


is ae Space ee a a” eae ae er | 
| 4 percent pur- | 5 percent pur- 
| chase contract | chase contract 





Project acquired under lease-purchase program -.--.._-.-..-.-- ee | $37, 184, 000 | $40, 304, 000 
Project acquired by direct appropriation-_--- decide é | 19, 670, 000 | 19, 670, 000 


Additional appropriations required under the lease-purchase pro- 
grem:-==.-... ae ae ce : 17, 514,000 | 20, 634, 000 


> 


Assuming appropriations are financed out of borrowings at 3 percent with amortiza- 
tion out of current revenues 





| 4 percent pur- | 5 percent pur- 
| chase contract | chase contract 


| 
Project acquired under lease-purchase program ---................-.-.---- $45, 264, 000 | $49, 036, 000 
Project acquired by direct appropriation...-. stnceninnnidiihia taeda 23, 240, 000 | 28, 240, 000 





Additional appropriations required under the lease-purchase pro- | 
gram. ..... POs sos Se Skemewes cb eetes sce eenceeneccwecccecuennececee= 17, 024, 000 | 20, 796, 000 
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DIRECT ACQUISITION COST 


This project was reported by the General Services Administration to involve a 
direct acquisition cost of $19,670,000 as summarized below: 





Conntrnccien of tities 2 8. Ses SPOOR AES $18, 265, 000 
Acquisition of additional land’... =.» -~..- -.--2-- 222-2022. 300, 000 

Other project costs, including drawings, supervision and miscella- 
WAGE CLES oo ss one dee eG nkctas ese e eee Seater ae 1, 105, 000 
Total estimated direct acquisition cost__..........-..-.-- 19, 670, 000 


PROJECT COST IF APPROPRIATIONS ARE FINANCED OUT OF CURRENT REVENUES 
WITHOUT BORROWING 


On the assumption that funds appropriated by the Congress were financed out 
of current revenues of the Treasury w'thout borrowing, the estimated funds re- 
quired to carry out the acquisition of this project under the lease-purchase pro- 
gram and by direct appropriation are compared as follows: 





Appropriations financed 
directly out of current 








revenues 
5 percent 
purchase 
contract 
Project acquired under lease-purchase program $40, 304, 000 
Project acquired by direct appropriation ._..-....-..-..---.--.--.------------| 19, 670,000 19, 670, 000 
Additional appropriations required under the lease-purchase program. Acq 17, 514, 000 20, 634, 000 


The computation of the total payments of nee required under the 4 
percent paren contract is summarized as follows 


financed directly out of 
current revenues 


| 
4-percent purchase contract 
Recurring Total pay- 





annual pay- ment 
ment 
Construction cost of the building paid for in 25 years_-_-.-...--.------- wines $1, 159, 000 $28, 979, 000 
Real estate taxes for 25 years.......--..--------- aatiess pat wadhed 272, 000 6, 800, 000 
Site and other project costs_...........-----.- phenaann aeaaen seipaeenebaedeel . 1, 405, 000 


Total under lease-purchase program. ._........- 


The computation of the total payments of $40,304,000 required under the 
5-perecent purchase contract is summarized as follows: 


| 5-percent purchase contract 
financed directly out of 
current revenues 





Recurring Total pay- 





annual pay- ment 
ment 
Construction cost of the building orate for fm BB years... ona sce atin $1, 284, 000 $32, 099, 000 
Real estate taxes for 25 years___-- cndihlinotnepansetwatnedimaianutn 272, 000 6, 800, 000 
Site and other project costs._.----- qn anapeoereegarrname senseqcakbeebeeswodtnarueamenes enn 1, 405, 000 


Total under lease-purchase program - ..-...-------------------------- mild 1, 556, 000 40, 304, 000 
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PROJECT COST IF APPROPRIATIONS ARE FINANCED OUT OF BORROWINGS AT 3 PERCENT 
WITH AMORTIZATION OUT OF CURRENT REVENUES 





On the assumption that funds appropriated by the Congress were not met out 
of current revenues, but were borrowed by the Treasury at a 3 percent annual 
interest rate and repaid by equal annual amortization payments within the 
purchase contract period, the estimated funds required to carry out the acquisi- 
tion of this project under the lease-purchase program and by direct appropriation 
are compared as follows: 





Appropriations financed 
out of borrowings at 3 
percent with amortiza- 
tion out of current rev- 
enues 
4 percent 5 percent 
purchase purchase 
contract contract 
Project acquired under lease-purchase program. .-...........-- el aio $45, 264, 000 $49, 036, 000 
Project acquired by direct appropriation. ..............-.-....---.------.-- 28, 240, 000 28, 240, 000 


Additional appropriations required under the lease-purchase program - 17, 024, 000 20, 796, 000 





The estimates of $45,264,000 and $49,036,000 required under the 4 and 5 
percent purchase contracts include the previous estimates of $37,184,000 and 
$40,304,000 under appropriations financed out of current revenues, plus interest 
of $8,080,000 and $8,732,000, respectively, on Treasury borrowings of these 
amounts. 

The amount of $28,240,000 as computed for direct acquisition of the project 
includes initial estimated costs of $19,670,000 and interest of $8,570,000 thereon. 
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Exursit C 


RECONCILIATION OF TotaL Costs SHOWN oN List or APPROVED BuILpING 
Proyects FuRNISHED BY CHAIRMAN, SUBCOMMITTEE ON PusLic BuILDINGS 
AND Grounps House CoMMITTEE ON PuBLic Works Wit TotTat Progect 
Costs Usgep 1n GAO ANALYsIS 


Total cost of 149 building projects as shown on list furnished to 
GAO by the chairman, Subcommittee on Public Buildings and 
¥ Grounds, House Committee on Public Works (rounded off)_... $766, 996, 000 
eSs: 
A. Projects not included in GAO analysis: 
1. New Orleans, La., post office, etc. (pro- 
spectus superseded by revised pro- 
SID ass Bics ts obs dn inl cient tai atin i $14, 200, 000 
2. Washington, D. C., U. 8. Meteorological 
Center (not approved by Senate com- 
Telheee) ack. 4 acein-d-pas eadia ie 30, 990, 000 
3. Sharon, Pa., post office and Federal office 
building (project withdrawn by GSA on 
FOR. Ey SEO has 25 eo candetnsweres 898, 000 


B. Net reduction in costs resulting from the ap- 46, 088, 000 

proval of revised prospectuses for the follow- 

ing projects: 

Abingdon, Va., post office and courthouse_ 

Breese, Ill., post office and Federal office 

Dues s. os ois duels scans ach bad 

Huntington, W. Va., post office and Fed- 

eral office building___.___-_- ed eae 
Jamestown, N. Y., post office and court-} 2, 822, 000 

BGtieb ot JL LUCA ULL AO ea 

Kansas City, Kans., post office and court- 

REE REE i RE PY 

St. Paul, Minn., post office and custom- 

house _ _ __- ai dh on ek eee ae Dis ena aae ee 

C. Reduction in cost of Point Pleasant, N. J., post 

office, shown on list at $536,500 whereas cost 
shown on approved prospectus is $136,500__ 400, 000 

D. Amounts included in listed project costs which 

were excluded from GAO analysis. These 

consisted of $2,487,000 for sites acquired by 

the Government prior to approval of projects 

and $583,000 for site costs to be offset by ex- 
change of Government-owned land_-___-~-_-- 3, 070, 000 
———— 652, 380, 000 


Total project costs used in GAO analysis. .......-..----- 714, 616, 000 


Mr. Jones. You may proceed. 

Mr. Lampert. We have been asked by the chairman of the com- 
mittee to make certain cost computations based on an anaylsis that 
has been prepared on two different assumptions. 

First on the assumption that the appropriations are financed by 
the Treasury out of current revenues without borrowing; and, second, 
on the assumption that all annual appropriations are financed by the 
Treasury through borrowing at 3 percent, with amortization of prin- 
cipal and interest provided out of current revenues by equal annual 
installments over the periods of the purchase contracts. 

Mr. Charam is here to answer any questions that you gentlemen 
may have in connection with this analysis that we have prepared. 

Mr. Jones. Mr. Charam, the analysis you have made today 
includes all of the projects that have been approved by the Senate 
and House Public Works Committees pursuant to Public Law 519. 


89830—57—_—2 








14 PUBLIC BUILDINGS PROGRAM 


Mr. Cuaram. Yes, sir. 

air, Jones. Do they include the printed list of projects numbering 
149? 

Mr. Cuaram. Well, we have 146 projects. 

Mr. Jonzes. Would you tell the committee the projects that were 
not included in your study, and the reason for their exception? 

Mr. Cuaram. Yes, sir. 

We did not include the New Orleans, La., post office, because that 
was listed twice The original prospectus was superseded by a revised 
prospectus. 

Then, the Washington, D. C., United States Meteorological Center 
was on the list, but was not approved by the Senate committee, and 
that was not included in our study. 

Then, Sharon, Pa., post office and Federal office building, was not 
included because the project was withdrawn by the General Services 
Administration on February 18, 1957. 

So, excluding these three, it brings the total to 146. 

Mr. Jones. That is 146 projects you have included in your cost 
analysis or cost study? 

Mr. CHaram. Yes, sir. 

Mr. Jonzs. I will say to the members of the committee that the 
list is before you, or it should be. 

Now, what are the various assumptions, Mr. Charam, on which you 
made this study? 

Mr. Scupprr. Mr. Chairman, could we have a full list before us? 
I think each member should have it. 

Mr. Jones. I thought they were. Let us delay until such time as 
we can get the list before us. 

(Whereupon a short recess was had.) 

Mr. Jones. Will you repeat the projects that were deleted or not 
considered for study in order that the members can identify them on 
their sheets, and give the number of the project? 

Mr. Cuaram. Project No. 62, New Orleans, La., post office. 

That was eliminated because the prospectus was superseded by a 
revised prospectus, The project would be on the list, but not No. 62. 

No. 94, Washington, D. C., Meteorological Center. There was no 
Senate approval on that one. 

Mr. Scupper. On what page is that located? 

Mr. Cuaram. On the last page, next to the last.item. 

The third one we did not consider was No. 147, Sharon, Pa., post 
office and Federal office building, because that one was withdrawn by 
the General Services Administration. 

Mr. Jones. According to the sheet we have before us, Mr. Charam, 
the total cost was $766 million. If the three projects were deleted, 
what would the total cost of the projects be? 

Mr. Cuaram. The total cost of the three deleted was $46,088,000. 

Mr. Jones. That leaves a total of authorized projects for the 
General Services Administration and the Post Office Department of 
$714,616,000. Is that correct? 

Mr. Cuaram. That is correct, after we make certain other deduc- 
tions in amounts——not in projects, but in the amounts. 

Mr. AucuincLoss. May I ask a question? 

Mr. Jones. Yes, Mr. Auchincloss. 
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Mr. Avcuinctoss. Are these estimates as of 2 years ago, or up to 
date? 

Mr. Cuaram. These are the estimates that appear in the approved 
prospectuses, whenever they were approved. 

Mr. McGrecor. Was that 2 years ago, or just lately, or at the 
time we approved it? 

Mr. Jonzgs. I will say to the members of the committee, this is a 
list of authorized projects that have been authorized by the Senate 
and House Committees on Public Works, commencing in 1954, and 
including the projects that were approved as late as December 1956. 
So they are all the projects that have been approved under Public 
Law 519. 

Mr. McGreecor. And they contained estimated figures which were 
in effect at that time? 

Mr. Jongs, They contained figures that complete the authorization. 
If the General Services Administration and the Post Office Department 
at this moment were to say that those figures were a miscalculation 
of their own, or a miscalculation brought about by the increased cost 
of construction, it would be necessary for the General Services Admin- 
istration to come again to the committee with another prospectus for 
a different cost or for an additional authorization. 

So we are dealing here today not with what the increased costs 
might be, or the decreased cosis might be, but with the actual author- 
ization pursuant to the public law that we have referred to heretofore. 

Now, the total cost of those projects you estimate is $714,616,000? 

Mr. Cuaram. Yes, sir, the direct acquisition cost. 

Mr. Jonres. Assuming the appropriations are financed directly out 
of current revenues, the cost would be $714 million? 

Mr. Cuaram. That is correct, if the projects were acquired by 
direct appropriation. 

Mr. Jones. If the projects were acquired under Public Law 519, 
under lease-purchase, at a 4 percent interest rate, what would the 
total cost of those buildings be? 

Mr. CHaram. According to our estimates the total cost would be 
$1,357,614,000. 

Mr, Jones. And if the interest rate were 5 percent, what would 
the cost of those buildings be? 

Mr. Cuaram. The cost in that case would be $1,465,210,000. 

Mr. Jonres. What would the difference be between direct appro- 
priations and the lease-purchase at 4 percent interest? What would 
be the savings to the Government? 

Mr. Cuaram. The difference between the two at 4 percent would 
be $642,998,000. : 

Mr. Jonrs. And at 5 percent? 

Mr. Cuaram. At 5 percent it would be $750,594,000. 

Mr. Jones. That would be the difference between the direct appro- 
priation and the interest at 4 percent and the interest at 5 percent. 
Is that correct, sir? 

Mr. Cuaram. Yes, sir. 

Mr. Jones. Are there any questions on that point? 

Mr. McGregor. Yes. 

I would like to ask this question: When you give the figures as a 
direct appropriation you are not taking into consideration any interest 
whatsoever, are you? 
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Mr. Cuaram. On this one assumption there is no interest whatso- 
ever. 

Mr. Jonzes. Let me say this to the gentleman: These figures we 
will come to will deal specifically with that problem, and they are 
dealt with by 3 percent interest on the direct appropriation. 

Mr. McGrecor. All I was trying to get at is you brought out what 
it would cost under Public Law 519 and what it would cost under a 
law that has already been in effect and has been for years; cirect 
authorization and appropriation, but what I want to bring out is that 
you did not take into consideration any interest whatsoever. You are 
taking it for granted that the money is free and you do not owe any 
interest on it. 

Is that how you arrive at your figures? 

Mr. Jonss. Let me say to you, Mr. McGregor, I tried to explain 
to you that in the course of these figures that have been compiled for 
us, we will go into this identical proposition that you raised. 

Mr. McGregor. The gentleman can answer my question or not, 
Mr. Chairman, as to whether or not he took into consideration and 
was counting on free money, or money that we had to sell bonds for 
which had an interest-bearing rate. 

Mr. Cuaram. I can answer that. 

This assumption, as stated, says that it is assuming appropriations 
are financed directly out of current revenues. That is an assumption. 
Under that assumption there is no interest involved. There is a later 
assumption where it is involved. 

Mr. McGrecor. Thank you very much. 

Mr. Jonss. Are there any further questions? 

Mr. Scuppmr. I might address a question on that point. We are 
operating on a deficit, so how can you expect to get money to construct 
buildings on deficit financing? 

Mr. Cuaram. We do not say you can. 

Mr. ScuppEr. How are you going to get the money to do the build- 
ing without paying interest? 

Mr. Cuaram. We do not know whether you can. 

Mr. Jones. May I repeat to the committee that we will come to 
the figures later on? 

Of course, the gentleman cannot testify on but one assumption at 
atime. If there are any assumptions left out, I will be glad to take 
all the time that is necessary to explore every avenue on assumptions 
which you have in your minds. 

As we will proceed, I am quite sure the gentleman can answer it, 
but he can only speak to 1 question and 1 set of premises at a time. 

Mr. Aucuincioss. Mr. Chairman, may I ask you just this question? 

Mr. Jones. Yes, sir. 

Mr. Aucuincioss. Do you not think these questions are germane 
to the discussion before us at this time? 

Mr. Jones. Well, Mr. Auchincloss, I feel like the fellow who is 
asked to read a book and read it backwards. These assumptions that 
are being brought up, as I repeat again, are contained in the various 
assumptions in this preparation. We will come to the question that 
Mr. McGregor asked, because it is in here. 

If we proceed in order we will come to it, and then if there is any 
assumption left out, the committee can go into that in detail. 





PUBLIC BUILDINGS PROGRAM 17 


The only thing I would like to do is to give the various assumptions 
that this has been made on. Then, if there is anything lacking, the 
committee can go into it. 

Mr. Avucuinctioss. I do not want to belabor the point, Mr. Chair- 
man, but it does seem to me with these witnesses here, if a germane 
question is asked it ought to be permitted. Of course, if the ruling 
is otherwise, I bow to the will of the majority. 

Mr. Jonus. Certainly the Chair does not want to disturb the right 
of any member to ask any question. For the purpose of saving time I 
thought it would be helpful to you to tell you that the assumptions 
you inquire about are contained in this analysis. 

Now, if they were not, then I would say let us go into this proposi- 
tion that you raised. But since it is down here in black and white 
later on, if we can proceed in order, I assure you that any member 
of this committee will not be precluded from going into any question 
on which you want to make certain inquiries. 

Mr. McGrecor. I would like to make this statement: I have never 
seen this piece of paper until I sat down at this desk this morning, 
just a few minutes ago, and I had no idea what page 25 or 30 might 
contain, because I have not had an opportunity to read it. So if the 
Chair says that it is taken care of in future pages, I am willing to take 
the word of the Chair. 

Mr. Jonses. The good offices of the Chairman will be most helpful 
to the members, and there will not be any element of surprise, because 
I assure you this legislation will not be taken up in executive session 
until every member has exhausted every avenue and acquired all of the 
knowledge that can be obtained. 

If the members of the committee will turn over to page 1 of this 
report, they will be at the point to which we have been addressing 
ourselves. The pages start with the number 2, the first page not being 
numbered. 

Mr. Charam, will you commence on page 1 and read the foreword 
of the summary of findings? 

Mr. CHaram. Yes, sir. 

In accordance with the request of the Chairman, Subcommittee on Public 
Buildings and Grounds, Committee on Public Works, House of Representatives, 
we have prepared an analysis of the estimated cost factors involved in the acqui- 
sition of 146 public buildings projects approved by the Committees on Public 
Works of the Senate and House of Representatives pursuant to Public Law 519, 
83d Congress. Our analysis was made with particular reference to the funds 
required to carry out the acquisition of the projects under the lease-purchase 
program and by direct appropriation. We have also made a detailed analysis of 
the following two specific projects: United States Customs Court and Federal 
omnes building in New York City, and the United States post office in New Orleans, 

a. 

Mr. Jonns. Will you recite the figures of the summary of findings, 
assuming appropriations are financed directly out of current revenues? 

Mr. Cuaram. The results of our analysis are summarized as 
follows: 

Assuming appropriations are financed directly out of current 
revenues: 

The projects acquired by direct appropriation would cost 
$714,616,000. 

The same projects acquired under the lease-purchase program 
under a 4-percent rate of interest for purchase of contracts would be 
$1,357 ,614,000. 
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Mr. McGrecor. Will the gentleman yield for a question there? 

Mr, Cuaram, Yes, sir. 

Mr. McGreecor. You arrived at your figure of $714,616,000 as 
considering direct appropriations, and you are allowing nothing for 
interest. or local or State taxes. 

Mr. Cuaram. That is right. 

Mr. McGrecor. Thank you. 

Mr. Jonges. You may continue, Mr. Charam. 

Mr. Cuaram. Then under the 5 percent lease-purchase contracts, 
these projects would cost $1,465,210,000. 

The additional appropriations required under the lease-purchase 
program under 4 percent purchase contracts would be $642,998,000. 

Under the 5 percent purchase contracts the additional appropria- 
tions required under the lease-purchase program would be $750,594,000. 

Mr. McGregor. Will the gentleman yield again? 

Mr. Cuaram. Yes, sir. 

Mr. McGrucor. For the same question. 

You arrived at those figures without considering any interest when 
you were figuring the direct appropriation? 

Mr. Cuaram. That is right. 

Mr. Scupprr. Although the Federal Government is paying more 
for money than when you computed your first figures? 

Mr. Cuaram. As I said, there is no interest. 

Mr. Scuppsr. Federal borrowings are going up in interest all the 
time. When you base these two figures—— 

Mr. Cuaram. This is under the assumption which we state that 
there is no interest. We have a later assumption including the interest. 

Mr. McGreeor. If the gentleman will yield further, where would 
you expect to get the money? 

Mr. Cuaram. We are not trying to determine where the money 
is coming from. We are just, under certain assumptions which we 
were asked to make, computing these amounts. 

Mr. Gray. Will the gentleman yield? 

The same place we are getting foreign aid. 

Mr. Jonss. The committee will come to order. 

Mr. McGreeor. I think what the gentleman from Illinois said 
should go in the record. 

Mr. Jones. Are there any further questions on this point? 

Let us take a further assumption on which-we have been trying to 
get the information since this committee hearing started. 

Assuming the appropriations are financed out of borrowings, that is, 
the Federal Government out of direct appropriations has to borrow 
the money at 3 percent interest, what will the program cost? 

Mr. Cuaram. Assuming the appropriations are financed out of 
borrowings at 3 percent with amortization out of current revenues, 
the projects acquired under the lease-purchase program under 4 per- 
cent purchase contracts would amount to $1,656,005,000; and under 
the 5 percent purchase contracts they would amount to $1,786,148,000. 

The projects acquired by direct appropriation would now cost 
$1,021,494,000. 

The additional appropriations required under the lease-purchase 
program under this assumption would be, under the 4 percent purchase 
contracts, $634,511,000, and under the 5 percent purchase contracts, 
$764,654,000. 
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Mr. Jonrs. Now are there any questions? 

Mr. Mack. Does this $1,656 million include provision that we will 
pay back to the builder the taxes? 

Mr. Cuaram. Yes, sir. There are $273 million in there represent- 
ing taxes. 

Mr. Mack. Are there any other charges besides taxes and interest 
in this figure? Maintenance or repairs? 

Mr. Cuaram. No, sir. No charge for maintenance in_ there, 
because under either method the Government maintains the buildings. 

Mr. Mack. Any services such as heat, light or water? 

Mr. Cuaram. That is not in there. No, sir. Just the interest 
and taxes. 

Mr. Jones. Mr. Scudder, you raised that question. 

Mr. Scupprr. Yes. 

I believe the bill before us can be amended to provide that any 
city or county desiring a public building shall waive the real and 
personal property tax. If the Federal es buys the land 
and constructs the buildings, then the tax question is not involved. 

Mr. Cuaram. That is right. 

Mr. Scupprer. Under the program we thought we would be able 
to do a lot of construction work. We find, however, that we are up 
against a barrier. When you put the figures in black and white, as 
you have here, it shows the program up very badly. 

Now that we find ourselves in such a situation, why not try to 
amend the law by providing that any city, county or State in which 
a Federal building is to be built, that the governing bodies, as an 
inducement in order to get the building, would waive the taxes on 
that property during the course of construction and thereafter, while 
occupied for Federal purposes. 

I have never found a city or county that did not favor Federal 
installations in their area. I do realize, however, people are con- 
tinuously taking the other side of the question saying that we should 
tax federally owned property. I believe the situation is so acute in 
our Federal building program throughout the United States that 
there would not be a single city or county that would object to elimi- 
ane the taxes that would accrue against property under contract 
of sale to the Government during construction and thereafter, if 
they know it is going to be occupied by the Federal Government for 
Federal purposes. 

So I would suggest that consideration be given now or at the 
proper time to amend the present law to provide that the public 
taxing bodies grant a waiver of taxes against the property being 
occupied and used for Federal purposes. That would eliminate at 
least half of your differential. 

Mr. Jones. Are there any further questions? 

Mr. Scuerer. Mr. Chairman, I am not on this subcommittee, 
but could I have an explanation of a figure on this? 

Mr. Jones. You may proceed. 

Mr. Scuerer. Witness, would you explain to me—and let me 
direct your attention first to the page we are talking about, under 
“Summary of Findings” and under the heading ‘Assuming appropri- 
ations are financed directly out of current revenues.” 

You have a figure for the projects that are acquired under lease- 
purchase program of $1,357,614,000. Do you have that figure? 
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Mr. CHaram. Yes, sir. 
Mr. Screrer. Why does that figure not remain constant when you 
o down under the other heading, “Assuming appropriations are 
nanced out of borrowings at 3 percent with amortization out of 
current revenues”? Why does that figure increase from $1,357,614,000 
to $1,656,005,000? 

Mr. Cuaram. Because, as we say, appropriations are involved both 
in purchasing of a building all at one time or paying for it all at one 
time, and in paying for it piecemeal. So we are treating all appro- 
priated money as borrowed money, whether you pay it all out in one 
lump sum or use it to make the payments involved under purchase 
contracts. We treat them both alike. 

Mr. Scuerer. The regular payments under lease-purchase you are 
considering as borrowed money also? 

Mr. Cuaram. Yes, sir. As the assumption states, we are assum- 
ing appropriations are financed out of borrowings. The annual pay- 
ments are appropriations as well as the lump sum appropriations. 
We treat them both the same. 

Mr. Scorer. If the yearly rental, however, is not borrowed 
money, then that figure would be incorrect? 

Mr. Cuaram. That is right. 

Mr. Scuerer. If we are balancing the budget, as we have done in 
the last year, and paying out of current revenues, then that figure, of 
course, is not correct. 

Mr. Cuaram. That would be a different assumption. 

Mr. Scuerer. Then the figure ought to be, under the second head- 
ing, the same as it is in the first, namely, $1,357,614,000 ,and the 
difference then would not be nearly as great, but it would be just 
about half of that. 

Mr. Cuaram. That would be right under your assumption. 

Mr. Scuerer. Under my assumption? 

Mr. Cuaram. That is right. 

Mr. Jonzs. And under the same assumption Mr. Scherer just posed 
to you, the total cost of the projects would be $714 million. Is that 
correct? 

Mr. Cuaram. I do not follow your question. 

Mr. Jones. I say, under the same assumption Mr. Scherer proposed, 
the annual installments being current revenues, the cost of the project 
would be $714 million. 

Mr. Cuaram. That is right, if acquired by direct appropriation. 

Mr. Scuerer. That is right if it is paid out of current revenues. 

Mr. McGrecor. I would like to ask one other question. 

Mr. Jonzs. Yes. 

Mr. McGrecor. It is my understanding you are speaking for the 
Comptroller General and that you are simply giving us factual 
information relative to the various types of construction, and are 
making no recommendations whatsoever? 

Mr. Cuaram. That is right. 

Mr. Scupper. One question before we proceed. I believe in all 
fairness to the taxpayers of our country that when we use figures in 
this manner we should consider that we have almost $300 billion of 
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national debt in this country. ; 
There should have been made a fair comparison of the difference 
in interest charges for these new projects. If we would use the money 
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that would be expended on these projects to pay on the national debt, 
we would be saving about 3% percent. The actual interest cost for 
this construction would be the dilacmace between 3% percent and that 
charged under the lease-purchase contract. 

I think in all fiscal fairness, we should have an explanation from the 
Bureau of the Budget as it would give us a comparison so that we are 
not confusing the issue. 

I cannot conceive of the fiscal department of our Government 
making statements that confuse the issue by saying it is not going to 
cost as much without giving us a breakdown of interest, taxes, and 
rental value. 

Mr. Scuerer. That is not their fault. They have been asked to 
make it. 

Mr. Scupper. I know, but we should not tell the public that they 
are going to save this amount of money if we take our financing out 
of current receipts, because we cannot take it out of current receipts 
and forget interest. We either pay interest on the national debt or 
pay interest on Government bonds. 

Mr. Jonzs. I am quite sure there would be no practice of dishonesty 
followed as far as this committee is concerned. 

Mr. Scupper. I am talking about the figures, Mr. Chairman. 

Mr. Jones. And I would assume that Mr. Scudder, who is noted 
for his frugality, will go along with us when we try to reduce the 
tremendous cost of this program. 

Now, Mr. Charam, let us proceed on page 2 with a further analysis 
of the cost of these projects. 

Mr. Cuaram. On page 2 we show the breakdown of the direct 
acquisition cost of $714,616,000. 

We show that the construction of buildings comes to $639,989,000 
in total, divided between 98 projects for the General Services Adminis- 
tration, coming to $616,077,000, and 48 projects for the Post Office 
Department, amounting to $23,912,000. 

Then we have costs for acquiring the sites by the General Services 
Administration of $38,474,000. 

We have also other project costs, which include drawings, super- 
vision and miscellaneous expenses for the General Services Adminis- 
tration of $36,153,000. 

That makes up the estimated direct acquisition cost of these projects 
of $714,616,000. 

Mr. Jones. Are there any questions? 

Mr. McGreaor. I would like to raise a question on page 2, where 
it says under assumption (2): 
that all annual appropriations are financed by the Treasury through borrowings 
at 3 percent with amortization of principal and interest — out of current 
revenues by equal annual installments over the periods of the purchase contracts. 

Have you considered 3 percent on that? We are using that as an 
assumption. 

Mr. Cuaram. Yes, sir. It is an assumption. 

Mr. McGregor. Above that you say that the appropriations are 
financed by the Treasury out of current revenues wiihews borrowing. 

Mr. Cuaram. That is right. 

Mr. McGregor. That covers the same subject you did before. 

Mr. CuaraM. The same subject. 








22 PUBLIC BUILDINGS PROGRAM 


Mr. McGrecor. You say if we are not borrowing we do not pay 
interest, and if we do borrow we are going to have to pay interest. 

Mr. Cuaram. That is right. 

Mr. Mack. I am a little confused. If we increase the interest rate 
from 4 to 5 percent, the difference in cost is the difference between 
$634 million and $764 million, which is $130 million difference. You 
said in referring to $1,656,000,000 that $273 million of that was the 
cost of taxes. If that is so, the difference between 3 and 4 percent 
becomes $274 million. 

How could we arrive at the difference? There must be something 
in this in addition to taxes and interest. Is there interest on tax 
money? 

Mr. Cuaram. Yes, sir. There is interest on all appropriated 
money, which would mean not only the payment of taxes, but in the 
appropriations you make to pay the taxes, there is interest on that. 

Mr. Mack. Interest on interest? 

Mr. Cuaram. Yes, sir. 

Mr. Mack. It is compounded interest that makes the difference? 

Mr. Cuaram. Yes. 

Mr. Mack. Then the amount of money the Government will pay 
for taxes under lease-purchase is considerably more than $273 million 
if you figure the money at 3 percent. 

r. CHaram. Yes, sir. 

Mr. Mack. Have you made any computation of the total amount 
of taxes the Government would pay if the interest on interest were 
figured? 

Mr. Cuaram. We did not figure that. 

Mr. Mack. Can you give us those figures? 

Mr. Cuaram. Not now. 

Mr. Mack. For the record? 

Mr. Cuaram. Yes, sir. 

Mr. Jonzs. Without objection, you will prepare that statement 
and it will be made part of the record at this point. If there would 
be no objection from Mr. Mack, without objection your statement 
will be made a part of the record at the conclusion of your prepared 
statement. 

Mr. Mack. That is satisfactory. 

(The information furnished by the Comptroller General is as follows: 


EstTimMaATEeD Reat Estate Taxes ON BurILpINGs AND INTEREST THEREON IN- 
CLUDED IN THE Prosect Costs UNDER THE LEASE-PURCHASE PROGRAM IF 
APPROPRIATIONS ARE FINANCED OUT OF BorROWINGS AT 3 PERCENT WITH 
AMORTIZATION OUT OF CURRENT REVENUES 


Assuming that funds appropriated by the Congress were borrowed by the 
Treasury at a 3 percent annual interest rate and repaid by equal annual amortiza- 
tion payments within the purchase contract periods, the estimated real estate 
taxes on the buildings and interest thereon included in the project costs under 
the lease-purchase program would be as follows: 


Real estate taxes on buildings for period of the purchase contracts. $273, 583, 000 
Interest on Treasury borrowings for annual payments of real estate 
I eh lt aah atta dn set mtinbinis Send inte a avian ttioterk> 57, 237, 000 


Total estimated taxes and interest thereon_______..__-_-- 330, 820, 000 


Mr. Jones. Now, on page 3, Mr. Charam, will you continue? _ 
Mr. Cuaram. This is more or less what we summarized previously 
in our page 1, that on the assumption that funds appropriated by the 
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Congress were financed out of current revenues of the Treasury without 
borrowing, we show the estimated funds required to carry out the 
acquisitions of the 146 projects under the lease-purchase program, 
and by direct appropriation. It is the same tabulation we gave you on 
beges I can read it again, if you want me to. 

{r. Jones. There is no use in repeating that. Go to the next one. 

Mr. Cuaram. The next item explains the make-up of the $1,357- 
614,000 under 4 percent purchase contracts, which is the cost of these 
— under the lease-purchase program. 

ere is what that figure is made up of. It is made up of construc- 
tion costs of the buildings in total of $1,009,404,000. It is made up of 
real estate taxes on the buildings for the period of the purchase con- 
tracts of $273,583,000. Also, it is made up of the cost of the site and 
other project costs amounting to $74,627,000. 

Those three items combined make up the total cost of acquiring the 
projects under the lease-purchase program of $1,357,614,000. 

Mr. McGreeor. Will the gentleman yield for a question? 

Mr. CHaram. Yes, sir. 

Mr. McGregor. If you did not do that under the lease-purchase 
program, would you have any taxes included under the direct author- 
ization and direct appropriation? 

Mr. Cuaram. No, sir. 

Mr. McGrecor. N ow, let me ask you this question: Do you 
think that is a fair comparison when you attempt to tell us if we did 
it by direct appropriation we would not be paying any interest on 
any money to anyone, and we do not have any money and would 
have to borrow it? Then you say you would not be paying any taxes 
under a direct authorization, but you have included taxes on the 
lease-purchase. 

Is that correct? 

Mr. Cuaram. That is right. 

Mr. Jones. That figure of $273,583,000, Mr. Charam, is taxes 
paid to the local communities for the construction of $714 million 
worth of projects. Is that not correct? 

Mr. CHaram. Yes, sir. 

Mr. Jonzs. So it has nothing to do with the interest rate on 
Federal money. It is the direct taxés paid to the local communities 
when these buildings are constructed. Is that not correct, sir? 

Mr. Cuaram. That is right. 

Mr. McGrecor. Will you yield there? 

Mr. Jonss. Yes, sir. 

Mr. McGrecor. But you did not consider any payment of direct 
taxes when you made the recommendation or gave the figures for 
direct authorization cost. There are no direct taxes included in there. 

Mr. Cuaram. There would be no taxes in that. 

Mr. Jones. Do you know whether or not the bill we have before us, 
H. R. 4660, has a payment for local communities for the construction 
of post offices and public buildings within these municipalities? 

Mr. Cuaram. No, sir. I am not familiar with that bill. 

Mr. Jonzs. All right. I will say to the committee it does not 
contain a provision that is contained in Public Law 519. Public Law 
519 provides that when the Federal Government constructs a building 
under the lease-purchase arrangement it will pay the local taxes like 
every other builder. 
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Mr. Scuppsr. If the Federal Government owns the site and puts 
up the building there are no taxes to pay. 

Mr. Jonzs. And that assumption, Mr. Scudder 

Mr. Scuppzrr. That is not an assumption, but it is a fact, the 
Federal Government does not pay taxes on Government owned 
property. 

Mr. Jones. I am trying to tell the committee that I have asked 
these gentlemen to make a study to show the various analyses of cost 
to the point where we can decide which is going to be the most econom- 
ical route for us to travel. Now, I do not presume to say to the com- 
mittee that you should adopt this procedure or that cost item. I 
have simply had prepared various assumptions which you can analyze, 
and I have brought them all, or as many as I could think of, into a 
study, in order that you could have the benefit of that study. 

Mr. McGrecor. | think the chairman has done an excellent job. 
I do appreciate it very much. However, I do think in order to give | 
a fair analysis to the members of the committee we should have some 
items showing the loss in taxes and the cost of interest that we would 
have to have if we were going to do it by direct authorization. 

Mr. Wrieut. Mr. Chairman, might I submit a question to the 
witness? 

Mr. Jonns. Yes, Mr. Wright. 

Mr. Wrieut. You understand the requirements of the present 
lease-purchase law. Is it not true under the lease-purchase law as it 
is presently drawn and operated, that the Government is required to 
pay taxes on the building to local municipalities during the period of 
amortization of the cost of the building? 

Mr. Cuaram. That is correct. 

Mr. Wriaur. Is it not true when the building has finally been paid 
off and become the property of the Federal Government, under the 
present lease-purchase law that those payments of taxes would at that 
time cease? 

Mr. Cuaram. That is correct. 

Mr. Wrieur. In other words, what we are discussing here is the 
time-honored plan that once the Federal Government owns a building, 
having paid for it, it does not pay local taxes. 

Mr. Cuaram. Yes, sir. 

Mr. Wricur. And that with the lease-purchase law under which 
we are presently operating, and which we are contemplating amend- 
ing, we do pay local taxes during the period in which we are paying 
off or amortizing the cost of the building. That is correct, is it not? 

Mr. Cuaram. That is correct. 

Mr. Wrieat. So is it not logical then that these tax figures should 
be brought into focus by way of comparison, inasmuch as we are con- 
sidering two alternatives, the one under which we at present pay out 
a building over a great number of years and do pay taxes until the 
building is paid for, and the other under the assumption of this bill 
that we are presently considering, that we pay for that building when 
we build it? 

Is it not, therefore, logical that these tax figures should be made a 
part of our computations? 

Mr. CuHaram. Well, as these figures show, the net result is the 
additional appropriations which are required under the lease-purchase 
program. 
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In other words, if you do it one way, because of the requirements 
of law, you do have this amount of appropriations that will be re- 
quired. Under the other way you have a lesser amount. That is 
what we are saying. 

Mr. Wricur. One other question, if I may. Inasmuch as there 
has been a considerable bit of talk back and forth about what assump- 
tions we can make concerning the source of Government funds and 
the fact that the Government does have a substantial national debt, 
and that much of the Federal appropriations do bear interest. rates 
through our national borrowings, is it not true that this figure which 
represents recurring annual payments under the lease-purchase pro- 
gram might just as logically include a figure for interest that the 
Government has to pay to borrow to make these annual appropria- 
tions? 

Mr. Cuaram. We have done that in the next assumption. That 
figure will have a factor for interest in it to represent the borrowings 
that the Government has to make. 

Mr. Wrieutr. And under the present lease-purchasing program the 
Government borrows money in the first place to make payments. 

Mr. Cuaram. That is right. 

Mr. Wricut. Having paid interest on the money it borrows to 
make payments, it again pays interest to the builder or the firm with 
which we have contracted to construct the building. 

Mr. Cuaram. That is right. 

Mr. Wraiaut. In other words, under the present program we are 
paying interest twice. 

Mr. Scuerer. No. 

Mr. Wricut. Let me clarify that. I do not want to mislead you. 

You say we are not paying interest twice? 

Mr. Cuaram. No. I follow you under our second assumption, that 
appropriated funds are borrowed and first you would have interest 
under the purchase contract, and then, if the Government borrows 
money to make the annual payment, it pays interest on those appro- 
priated funds. 

Mr. Wrieut. And under the bill as it has been drafted by Mr. Jones, 
at worst we would pay interest once, rather than twice. We would 
pay interest on the assumption we are borrowing money for our 
annual appropriations, but we would not pay interest on the construc- 
tion of the building. 

Mr. Cuaram. That is right. 

Mr. Scupper. I do not think that is correct. The gentleman does 
not want to give you that impression. 

Mr. Jonns. The committee will be in order. Let us proceed in 
order. The members of this committee have served for a great period 
of time, and I will say the Chair is going to be indulgent to all of the 
members, so let us follow the regular procedure. 

Now, in seeking recognition, if you would dircet your request to the 
attention of the Chair instead of each other, I think I can proceed 
with some order and a little bit of decorum. Otherwise we will have 
a frustrated hearing and nobody will come up with the proper answers. 
After all, we are all trying to seek the truth here. 

Mr. Scupprer. Mr. Chairman. 

Mr. Jonrs. Now, Mr. Scudder. 

Mr. Scupper. Usually we ask one another if they yield. I know 
it is right that I should ask the gentleman to yield, Mr. Chairman, and 
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I apologize; but we have been accustomed to addressing the person 
who has the floor and getting him to yield. But when the gentleman 
here said we would be paying interest. twice, I do not think he meant 
to say that. It is in the record. When you told Mr. Wright we 
would be paying interest twice, you did not mean to convey that 
thought, did you? 

Mr. Cuaram. We do not pay interest on the same thing twice. 

Mr. ScuppEr. You do not pay interest on anything twice, do you? 

Mr. Cuaram. No, sir. 

Mr. ScuppeEr. Then the statement should be corrected. 

Mr. Jonzs. I repeat for the members of the committee that if you 
wait until we get through with this analysis, I think all of the questions 
you have will be answered, if you would just jot down the questions 
you want to ask, and then after we get through ask them, rather than 
trying to anticipate these various analysis. 

If you will let the gentleman proceed, they are not here for the 
purpose of advising this committee, but just. to give us this informa- 
tion. The General Accounting Office is an agency of the Congress. 
We asked them to make certain studies. On my request they have 
presented certain facts that they want to give to the committee. If 
we will let them proceed, then we can come back at the completion 
and we will stay here until July, if it is necessary, in order to get the 
answers. 

If we can just proceed in order we will accomplish something, 

Will the gentleman proceed with the further analysis? 

Mr. Cuaram. We go to page 4 and explain the total payments of 
$1,465,210,000 required under the 5 percent purchase contracts. 

Again, these are under the first assumption that appropriations are 
financed directly out of current revenues. We would have an amount 
of $1,117 million for the construction costs of the building. The real 
estate taxes stay the same—$273,583,000. 

The site and other project costs likewise stay the same—$74,627,000, 
We have a total of $1,465,210,000. That is comparable to the presen- 
tation under the 4 percent contract we just gave you. 

Mr. Jones. Are there any questions on the figures Mr. Charam just 
presented? 

Mr. Scupprer. Mr. Chairman, I still have the same objection, that 
these figures are not correctly put together and are misleading. 

Mr. Jones. I do not see how they could be misleading. They 
state an assumption. It is a matter of a mathematical equation. If 
you say 4 is divisible by 2, then that does not mean that 2 and 2 
will not make 4. 

He has stated the assumption, and I do not see how there can be 
any misinterpretation of what the witness is saying. 

Mr. Scupprr. I am not questioning what he is saying, but it is 
a misleading explanation. You just cannot get money without paying 
interest for it. I do not think the assumptions are correct when you 
say that you get free money. 

Mr. Jonpns. Who says that? 

Mr. Scupprer. The report says it. 

Mr. Jones. The report says nothing of the kind. If you would 
read the report, you would know. 

Mr. Scupper. I have not had the opportunity to read it thus far. 

Mr. Jones. You can read the English language. That is certainly 
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not disturbing. It says up here that the computations are made on 
certain assumptions, that 1s, if you pay 5 percent and if the Govern- 
ment were borrowing money and had to pay 3 percent interest on it. 

There is no great depth to that; is there? All right. Proceed. We 
are going to have.to start a mathematics class here. 

r. CHaraM. Now we come to our second assumtion—the project 
costs if appropriations are financed out of borrowings at 3 percent with 
amortization out of current revenues. We show that the projects 
acquired by direct appropriation would cost $1,021,494,000. 

he same project acquired under lease-purchase under 4 percent 
purchase contracts would cost $1,656,005,000. 

Under 5 percent purchase contracts they would cost $1,786,148,000, 
and the additional appropriations that would be required under the 
lease-purchase program under 4 percent purchase contracts would be 
$634,511,000, and under the 5 percent purchase contracts they would 
be $764,654,000. 

Mr. Jones. Are there any questions on those figures? 

Mr. Mack. Mr. Chairman. 

Mr. Jones. Yes, Mr. Mack. 

Mr. Mack. If the committee eliminated the tax items in the lease- 
purchase bill, then the difference would be the difference between 
3 percent interest and 4 percent interest, would it not, or 3 percent 
interest and 5 percent interest. We pay no taxes on the buildings 
now constructed, but pay taxes on the buildings built in the future. 

For instance, in this bill there is $80 million for the city of New 
York. The Federal Government will be paying taxes on the valuation 
of those buildings. 

In the city of Chicago no buildings are in the new program. 
Chicago gets no taxes on the buildings it already has. In other 
words, tax payments here are just a grant-in-aid to the counties, 
cities and States. 

Mr. Coaram. We are not in a position to comment on that, 

Mr. Mack. The only difference, if we take out the taxes, is the 
difference between 3 percent interest and 4 percent interest. 

Mr. Cuaram. It would be the interest factor. Yes, sir. 

Mr. Brown. Could I direct a question to the Chair? 

Mr. Jones. Yes, sir, Mr. Brown. 

Mr. Brown. Is it not true under the lease-purchase set-up techni- 
cally the Government does not own the building and, therefore, that 
is why the local taxes must be paid? 

Mr. Jonus. I beg your pardon? I did not hear that. 

Mr. Brown. Under the lease-purchase agreement, technically the 
United States Government does not own the building. It is owned 
by an investment firm, or whoever the people are who put up the 
money originally. Is that not the reason why it has been interpreted 
that the United States Government has to pay the real estate taxes? 

Mr. Jonges. What you say is true, but it is not an interpretation. 
It is a direction of the law itself that they pay taxes. 

Mr. Brown. Yes, sir. 

Mr. Jonzs. I would say to the gentleman from Missouri that it is 
not an in-lieu payment, but it is a direct payment. 

Mr. Brown. Yes, sir. 

Mr. Jones. And there is a great distinction between those two, 
because it assumes all of the responsibilities of all local taxes on the 








28 PUBLIC BUILDINGS PROGRAM 


property. If they have an assessment that comes up for a swimming 
pool and that is an ‘ad valorem item, it is included in the taxes they 
would pay. Then the Federal Government must pay that on that 
building in computing the cost of taxes. 

Mr. Brown. May I direct one more question, Mr. Chairman? 

Mr. Jongs. Yes, sir, Mr. Brown. 

Mr. Brown. Judging from these figures I would ask, is it correct 
that at 3 percent, the last figure, the difference between $1,021,494 ,000 
and the original $714,616,000, or $306,878,000, represents the interest 
payment? 

Mr. Cuaram. It is the interest on borrowing that $714 million. 

Mr. Brown. Now, at 4 percent I calculate by the same means the 
interest expense on the lease-purchase. Without taxes or anything 
else, the interest expense is $369,415,000. Is that correct? 

Mr. Cuaram. Yes, sir. That is correct, assuming appropriations 
are financed out of current revenues. 

Mr. Brown. In other words, assuming we could get the money on 
the lease-purchase agreement the way the original law was intended, 
the extra cost in interest alone, and not taxes, would be $52,537,000. 

Mr. Cuaram. I do not have any such computation handy. 

Mr. Brown. | arrived at it as the difference between $306,878,000, 
which is the 3-percent interest money, if we do it by direct appropria- 
tion, and what it would cost to borrow the money and then have the 
interest expense of $369,415,000 under the present lease-purchase 
program. 

Mr. CuaraMm. That would be $63 million. 

Mr. Brown. That is right. I am sorry. $63 million. But we 
cannot seem to get the money on that basis, so if we go to 5 percent 
the difference by the same calculation would be $170,133,000. 

Is that approximately correct? 

Mr. Cuaram. That is approximately correct. 

Mr. Brown. Thank you. 

Mr. Jones. Are there any further questions? 

You can proceed with the next item, Mr. Charam. 

Mr. Cuaram. That just about completes the overall analysis of all 
the projects, but we have also made analyses of two specific projects, 
namely, the United States Customs Court and Federal office building 
in New York City, and. the United States post office in New Orleans, 
La. These appear as exhibit A and exhibit B attached to this report. 

Mr. Jones. Would you mind reciting the figures that you have in 
this first analysis and show how the analysis was made by the General 
Accounting Office? 

Mr. Cuaram. This project, the United States Customs Court and 
Federal office building, was reported by the General Services Admin- 
istration to involve a direct acquisition cost of $65,100,000. 

As we show on page 7, it was made up of cost of construction of the 
building in the amount of $59,200,000; acquisition of site, $3 million; 
and other project costs in the amount of $2,900,000. The total esti- 
mated direct acquisition cost was $65,100,000. 

On the assumption that funds appropriated by the Congress were 
financed out of current revenues of the Treasury without borrowing, 
the estimated funds required to carry out the acquisition of this project 
under the lease-purchase program and by direct appropriation would 
be as follows: 
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By direct appropriation, $65,100,000. 

Under the lease-purchase program, under a 4 percent purchase con- 
tract it would be $152,741,000, and under the 5 percent purchase con- 
tract it would be $162,856,000. 

The additional appropriations required under the lease-purchase 
program under 4 percent purchase contracts would be $87,641,000, 
and under the 5 percent purchase contracts would be $97,756,000. 

These comparisons are made in exactly the same way as we did the 
overall analysis. 

Mr. Jonus. Is there any question on these figures? 

Mr. Mack. I would like to ask the witness to include in the record 
at the conclusion of his testimony the amount of taxes involved with 
interest on interest. 

Mr. CHaram. Yes, sir. 

Mr. Scurerer. Mr. Chairman. 

Mr. Jonzs. Mr. Scherer. 

Mr. ScuereR. Witness, again you are assuming in the analysis you 
just gave us that the Government would pay 3 percent interest on the 
monthly or yearly payment of rent. 

Mr. Cuaram. In this example I just gave there is no interest. We 
are assuming all of the appropriations came out of current revenues, 
There were no interest figures involved in the tabulation I just gave. 

In the next assumption we have the interest. We have two as- 
sumptions. In the first one there is no interest and the next one has 
the interest in it. 

Mr. Jonus. Are there any further questions? 

You may proceed, Mr. Charam, to the next item. 

Mr. Cuaram. The next tabulation is a breakdown of the cost under 
the lease-purchase program. First we take it under 4 percent. That 
is $152,741,000. ‘That is made up of-the construction cost of the 
building paid for in 25 years, which is $93,925,000. The real-estate 
taxes for 25 years would be $52,916,000. 

Mr. Mack. That is without interest on interest? 

Mr. Cuaram. That is without interest, 

The site and other project costs would be $5,900,000. That is the 
breakdown of the $152,741,000 figure. 

Then we give you the breakdown of the 5 percent purchase contract 
total, which is $162,856,000. There the construction cost of the build- 
ing paid for in 25 years is $104,040,000; the real-estate taxes for 25 
years would be the same, that is, $52,916,000; and the site and other 
project costs would be the same, namely, $5,900,000. 

The total under the lease-purchase program at 5 percent would be 
$162,856,000. 

Mr. Jones. Are there any questions on those figures? 

Mr. Scupper. Mr. Chairman, one question. 

Mr. Jones. Mr. Scudder. 

Mr. Scupprr. You are assuming on all of these projects a 25-year 
period of amortization? 

Mr. Cuaram. No, sir. In this particular one 25 years is involved, 
but on the overall we used periods which ranged from 10 to 30 years, 
depending on the policies of the agency. 

Mr. Scupper. Of course, in a longer term you naturally have a 
larger assumption of interest. 

Mr. Cuaram. Yes, sir. 

89830—57——8 
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Mr. Scupperr. In the overall cost. 

Mr. Cuaram. On the overall cost we have groups of contracts 
that we figured at 10 years, and some 15, and some 20, and some 25, 
and some 30. 

Mr. ScHweEnGEL. I would like to ask one question, Mr. Chairman. 

Mr. Jones. Mr. Schwengel. 

Mr. Scuwence.. The $65,100,000 figure you have here is the figure 
of the estimated cost of last year, or the year before, when this was 
approved. Is that right? 

Mr. Cuaram. Yes, sir. 

Mr. Scuwence.. That is not the current figure. The cost today 
might be considerably higher than that. 

Mr. Cuaram. I would not know the cost today. We have been 
using the figures in the approved prospectus, which is all we have 
available. 

Mr. Scuerer. I may not be able to state this as clearly as I would 
like, but let me ask you this: Is there not one important analysis 
missing from all of the analyses you have made? What we have now 
is a definite shortage of Federal buildings and post offices. If we 
built them out of direct appropriation, it would be in the nature of 
a crash program. Obviously, since we are just about balancing the 
budget we would have to borrow the money, would we not, to build 
these buildings. 

Do you follow me up to this point? 

Mr. Cuaram. I follow you. 

Mr. Scurrer. And is this not the reason why we adopted this 
lease-purchase law so that we would not have to do that, and would 
not have to go further into debt? Is that not the reason why we 
adopted this law? 

Now, is it not a further fact that if we go forward with the lease- 
purchase law, when it comes to paying the rentals that are due, those 
rentals will not be borrowed rentals, but they will be paid out of cur- 
rent revenues the same as we pay rent for different buildings now. 
Therefore, we ought to have analyses which show that the rentals 
are not borrowed money, but that the rentals come out of current 
revenues at the time and, therefore, there is no interest attached to 
those rentals. 

Should we not have that analysis? 

Mr. Jones. Mr. Scherer, | wonder if you would be kind enough 
to withhold that and let us finish this, and then we will go back to 
that question. 

Mr. Scurerer. Does everyone see what I am driving at? 

Mr. Jonzs. I understand. 

Mr. Scuerer. Then this difference would not show up as big as it 
does here, because I think that is what we are going to do, Mr. Chair- 
man. 

Is that not the purpose of this program? 

Mr. Jones. We will go into all of the alternative analyses as soon 
as we complete this. Your suggestion, I am sure, will be worth while, 
particularly with reference to Post Office Department operations, 
since they are the big lessee. 

Now, your last set of figures, Mr. Charam, is what? 

Mr. Cuaram. I just finished page 8. I will go on to page 9. 

Mr. Jonzs. All right, sir. 
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Mr. Cuaram. On page 9 we make a second assumption again for 
this one particular project. On the assumption that funds appro- 
priated by the Congress for this program were not met out of current 
revenues, but were borrowed by the Treasury at a 3 percent annual 
interest rate and repaid by equal annual amortization payments, 
within the purchase contract period, the estimated funds required to 
carry out the acquisition of this project under the lease-purchase pro- 
gram and by direct appropriation are as follows: 

By direct appropriation the project will cost $93,464,000. Under 
the lease-purchase program at a 4 percent purchase contract the 
project would cost $185,963,000. Under a 5 percent purchase con- 
tract it would cost $198,189,000. 

The additional appropriations required for this project under the 
lease-purchase program under a 4 percent purchase contract would be 
$92,499,000, and under a 5 percent purchase contract would. be 
$104,725,000. 

As we explained, the estimates of $185,963,000 and $198,189,000, 
which are required under the 4 and 5 percent purchase contracts, 
include the previous estimates of $152,741,000 and $162,856,000 under 
appropriations financed out of current revenues, plus interest of 
$33,222,000, and $35,333,000, respectively, on Treasury borrowings 
of these amounts. 

The amount of $93,464,000, which we have computed for the direct 
acquisition cost of the project, includes the initial estimated costs. of 
$65,100,000, and interest of $28,364,000 thereon. 

Mr. Jones. Unless there is objection, I do not think there would be 
any need for going through the same analysis on the New Orleans post 
office building, unless there is some member who wants to go into 
those detailed figures. 

Without objection, the analysis made in exhibit B will be made a 
part of the record at this point. 

(For the analysis described see p. 10.) 

Mr. Jones. Are there any questions or any requests to be made for 
a different analysis than those presented to the committee by the 
representatives of the General Accounting Office? 

Mr. Scurrer. I have one question going back to this position of 
mine. 

Have you submitted any analysis which shows what the costs would 
be if we used the lease-purchase law, let us say at 4 percent, and then 
paid the yearly rentals out of current revenues, that is, without 
interest? Do we have such an analysis? Is that not actually the 
way this program is going to work? 

Mr. Cuaram. We have that figure, but we compare it with direct 
appropriation also out of current revenues. 

Mr. Scuerer. Yes, sir; but you do not have that analysis in here 
which would show that. You have an analysis which shows you 
paying interest on the yearly rentals. 

Mr. Cuaram, That is right. 

Mr. Scnrrer. That is the analysis you have. 

Mr. Cuaram. That is right. 

Mr. ScuererR. But actually, the way this program is going to work, 
we do not have an analysis of it. I do not know if you follow me. 
We do not have an analysis showing, as I said, the costs if we used the 
lease-purchase law at 4 or 5 percent, and then showing the difference 
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if we paid rentals out of current revenues with no interest on those. 
That is the way this is going to work. 

Mr. Cuaram. That is another assumption. 

Mr. Scuerer. Could you work that up? 

Mr. Cuaram. We could work it up. 

Mr. Jones. Do I understand what you want, Mr. Scherer, is an 
analysis of the cost plus the savings that would accrue out of rentals 
under the lease-purchase? : 

Mr. Scuerer. No, I am afraid that I do not make myself clear. It 
is difficult to explain what I have in mind, but I think I can see it. 

Let me see if I have this right. The purpose of the lease-purchase 
law, or the purpose of passing it, was as I said before, that there was a 
backlog of Federal buildings that needed to be built, and if we paid 
for them out of direct appropriations, the cost to the Government 
would be terrific, and we would have to increase the national debt. 
We would have to borrow practically all of that money, because we 
were not balancing the budget at the time we passed this lease- 

urchase law. So it would be in the nature of a crash program and 
it would be obvious that we would increase the national debt if we 
went ahead with it. 

Therefore we adopted the lease-purchase law so that we would not 
have to do that and would not have to increase the national debt. 
Was that not one of the reasons for adopting the lease-purchase 
aw? 

Mr. Jonzus. That was my understanding. 

Mr. Scuerer. All right. Now we should, therefore, have an an- 
alysis showing the cost of that lease-purchase program, let us say at 
4 or 5 percent, and then compare that with the cost of paying the 
rentals each year, that is, rentals to which no interest is attached. 
ee is what we do not have although that is actually what will be 

one. 

Mr. Wricar. Mr. Chairman. 

Mr. Scuerer. Will you let me finish first? 

Because that is actually what we will do. We will never pay these 
rentals out of borrowed money, but out of current appropriations, so 
there will be no interest attached. So we do not have that comparison. 
We do not have the comparison as to the way in which the law actually 
will work. We have every other comparison, except as to how this 
law will actually work. 

Mr. Jonzs. I do not know how you can assume anything else un- 
less you want to assume that these lease-purchase contracts are not a 
contract of the Federal Government and do not have to be paid. It 
is a debt of the Federal Government just as much as if it were bor- 
rowed money. I do not see how the Federal Government could ever 
abrogate its contract, nor fail to fulfill its obligations, because this 
contract is just as sacred, and just as legal, and just as binding as it 
could be if it were between two parties. Whether it is outside of the 
budgetary scope of our national debt or not, still it is an obligation of 
the Federal Government to pay for the contract price of the building. 

Mr. Scupper. I would like to make an observation on this. Mr. 
Scherer is absolutely right and is driving at the vital point. 

One of the last projects we authorized was a building in the Wash- 
ington area. I remember Mr. Phillips, a member of the Appropria- 
tions Committee, appeared before our committee and showed us that 
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we could buy this proposed property for less than the rents the agency 
was paying for buildings here in Washington. I do not re the 
agency involved. 

I feel that is the point we must decide. Just to say that the cost 
of these buildings under the lease-purchase contract was X amount of 
dollars and will be paid off in a period of 25 years which will include 
interest, taxes, and carrying charges, as compared with appropriated 
money and construction by the Federal Government is not comparable. 
I think the comparisons are wrong and we must have something more 
than just figures to prove the worth of each project. I believe this is 
a worthwhile program and the law can be amended so that it can be 
workable, and we can do the job we set out todo. The job we want 
to do is to construct modern, public buildings throughout the country. 

I think there is a missing link somewhere that we must discover. 

Mr. McGrecor. Will the gentleman yield? 

Mr. Scupper. Yes. 

Mr. McGreeor. Is it not a fact that your office is familiar with the 
situation existing now? The Post Office Department and the General 
Services Administration are entering into contracts for contractors to 
build post offices with no expiration date on the time of payment or 
the amount. These contracts are being entered into not under the 
Lease-Purchase Act, but under an old law which has been in effect for 
a long time. 

Under that we pay rent for years and years and we have some 
buildings where we have been paying rent on them for 38 or 40 years, 
and have paid many times their cost in rent, and we still do not own 
them. Your organization is familiar with that procedure, is it not? 

Mr. Cuaram. I am not prepared to comment on the merits of the 
various procedures. 

Mr. McGrecor. What I am trying to get at is, you have given us 
an analysis here and I think you have left out the very crux of the 
debate that is before the Congress, because I am going to be perfectly 
blunt and frank about it in saying that I think your analysis is unfair, 
because you have included taxes and interest on the one hand and 
did not do it on the other hand, and we do not have such a thing as 
free money. That is the reason why I was hoping you might be able 
to analyze the costs under this program and under the direct appro- 
priation program, and under the one which the Post Office Depart- 
ment seems to be operating under, because they are letting contracts 
for contractors to build post offices, and there is no time limit on it. 
We never own the building. 

Mr. Fauuon. Will the gentleman yield? 

Mr. McGreecor. Yes, I will be very happy to yield to the gentle- 
man from Maryland. 

Mr. Fautton. Mr. Chairman, I have heard the word “unfair” 
brought into the record with regard to these figures on a number of 
occasions this morning. It is my understanding that the chairman 
of the Subcommittee on Public Buildings and Grounds of the Public 
Works Committee of the House asked for these specific analyses. 

Mr. Jonus. That is correct. 

Mr. Fauton. And this is in no way a recommendation, or it is not 
the suggestion of the General Accounting Office, but is being furnished 
at the request of the chairman of this subcommittee. 

Mr. Cuaram. That is right, sir. 








aR Oo nt 


34 


Mr. McGrecor. I think you referred to the member from Ohio’s 
remarks. If I have used the word wrongly, I apologize, but I do 
insist that if you are going to make an analysis for submission to this 
ee you should cover the whole field and not just two arteries 
of it. 

Mr. Fation. Will the gentleman yield further? 

Mr. McGrecor. Yes, sir. 

Mr. Fatton. I think, as I understood the statement of the Chair- 
man at the beginning of these proceedings this morning, he suggested 
that any member who would want any other assumption made in 
regard to these figures, could ask for it. Is that right? 

Mr. Jonzs. I just propounded that thought to the members of the 
committee. 

Mr. McGrecor. That is what I was asking. 

Mr. Jones. If there is any analysis that has been overlooked, or 
figures that are not satisfying you as members of this committee, and 
if you want different or additional analyses made, then now is the time 
to speak to the gentlemen here and require that they be presented to 
the committee in due course. 

Mr. Scnerer. Mr. Chairman, as I understand it, he has already 
agreed to make the analysis for which I asked. 

Mr. Jonus. I think we had better go back because, Mr. Scherer, I 
do not believe, Mr. Charam understood what would be expected of 
him in the way of the analysis that you suggested. 

Mr. Screener. I thought he indicated he did. 

Mr. McGrecor. May I finish my question first? 

I was attempting to inquire as to whether the Comptroller General’s 
office was familiar with this other procedure under which the Post 
Office Department is proceeding. If you say you are familiar with it, 
I can then ask you to give us the figures on it. 

Mr. Cuaram. J am not familiar with it. 

Mr. McGrecor. That is all that is necessary. 

Mr. Jones. As I understood the gentleman from Ohio, Mr. Mc- 
Gregor, he propounded a question to Mr. Charam as to whether or 
not he was familiar with the leasehold arrangements now carried out 
by the Post Office Department. As I understood the scope of this 
inquiry, I thought that we were not going into the leasehold arrange- 
ments with either the General Services Administration or the Post 
Office Department, because as I recall the testimony of Mr. Kieb on 
several occasions to this committee, they generally preferred the lease- 
hold arrangements rather than the lease-purchase, and the leasehold 
arrangements have been very satisfactory in most instances. There- 
fore, they had had satisfactory results in the leasing of buildings and 
they could be procured in most instances at a cheaper rate by renting 
than they could by erecting monumental buildings which were con- 
structed for post office use. 
|: Further, I think that the testimony of Mr. Kieb—and I am not 
attempting to testify for him, because he is expected to appear before 
the committee—is that this procedure gave greater latitude to the 
Post Office Department to anticipate future growth and needs of 
these various communities, and gave greater versatility under the 
leasehold arrangement than they could procure under the arrange- 
ment of buying buildings and being fastened down to a specific loca- 
tion in the community. 
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Mr. McGrucor. Will the gentleman yield? I would like to add 
to it. I fully recognize Mr. Kieb’s statement, although I have not 
read it, but Mr. Kieb and the Department appeared before this com- 
mittee in behalf of this lease-purchase bill. One of the reasons why 
we brought out the lease-purchase bill was that some Members of 
Congress are getting tired of paying rent for buildings year after year 
after year, and never owning the buildings. 

We passed the veterans’ housing law, and the FHA, and many 
other pieces of legislation of that sort, so that at some time the veteran 
might own the house he lived in instead of paying rent all the time. 

The Government should own these buildings. Regardless of what 
Mr. Kieb said, the law is still on the statute books, and when he is a 
witness we are going to ask him to prove whether or not he favored 
one or the other. 

Mr. Jones. Mr. Kieb I am sure can speak for himself. The only 
statement I was making was one of recollection, and I am sure my 
recollection may not be too clear on the subject. Now let us get 
back to the analysis of the lease-purchase projects that have been 
approved and are now a matter of law. I am sure we can take up 
the matter of the leasehold versus lease-purchase with Mr. Kieb of 
the Post Office Department when he appears as a witness. 

Now, Mr. Charam, let us get back to your response to Mr. Scherer’s 
question. Do you understand his proposition? 

Mr. Cuaram. I did not take it as a direct request to us. 

Mr. Scuerer. I will write it out and write out the analysis I want 

Mr. Cuaram. I would appreciate that. 

Mr. Wricnr. I might say for the benefit of Mr. Scherer that I 
think I understand what he wants. He wants to proceed on the as- 
sumption that under the chairman’s bill we would be paying 3 per- 
cent interest on borrowed money to build the projects outright, and 
that under the present lease-purchase program he wants to assume 
that our rental payments will not bear that interest. 

Mr. Scuerer. Bear interest. Yes. 

Mr. Wriaeuat. I would like to point out that we have all of the in- 
gredients for that analysis, which each member can very easily make 
for himself, in this present report. 

Mr. Scurrer. That is why in my first question I asked if the figure 
in the second grouping should not be $1,357,614,000 which would make 
the difference much less when you subtract. 

Mr. Wriaur, If that is a valid assumption—and we are all going 
on assumptions—for instance the figure $1,465,210,000 under ‘Proj- 
ects acquired under lease-purchase program” assuming a 5 percent 
purchase contract, would be compared in your assumption with the 
figure on the next page under “projects acquired by direct appropria- 
tion” assuming that you have $1,021,494,000 with 3-percent money. 
‘Subtracting that from the first figure you would still be paying $444 
million more under the lease-purchase program. 

Mr. Scuerer. | agree that you are going to pay more under the 
lease-purchase program. I do not dispute that. But, actually, the 
way this thing operates, you are going to pay far less than is shown in 
this analysis. It is going to be just as you say. 

Mr. Scupprr. Will the gentleman yield? One of the things upper- 
most in my mind when this law was passed was that we would not 
be limiting ourselves to a group of buildings such as we have before 
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us today. Under the proper operation of the lease-purchase program 
it was felt we would be able to get local financing which would develop 
this building program and assist all of the communities of our country. 
The backlog is so great and we started on the assumption that this 
program would help solve our building deficiency. 

Now, we have authorized a lot of projects. Another thing we are 
going to bave to take into consideration is, are we going to say we 
will find money to build a few of these projects and leave the many 
additional projects lying high and dry? 

Mr. Jones. I will say to the gentleman that the bill I have in- 
troduced, which has been referred to you this morning, H. R. 4660, 
authorized the construction of the buildings that we have already 
approved, and provides for an authorization of a $1% billion program 
to be carried out by direct appropriation over a 5-year period. So it 
will not exclude these buildings from construction. 

Mr. Scupper. You authorize the money by this bill for the projects 
already authorized, but how about the projects that are just as worthy 
as these and may qualify for construction under the present act. 
I think we should provide for a continuation of this program. 

Mr. Jones. Yes, sir. 

Mr. Mack. Mr. Chairman. 

Mr. Jonzs. Yes, sir, Mr. Mack. 

Mr. Mack. The bill before us provides for the construction of $1% 
billion of buildings during the next 5-year period. That would rep- 
resent an average cost of $300 million a year, plus the interest on 
the money, since we are in a period of deficit financing. We are con- 
sidering in your report about half of these projects, and your report 
shows that the rental-purchase cost of those will be about $53 million 
a year. In other words, for a 5-year period the cost for the entire 

oup of projects would be about $120 million a year, or $600 million 
or the 5-year period, whereas the bill provides for $1,500 million plus 
interest for that 5-year period. 

As I understand it the General Accounting Office is the adviser to 
Congress on the fiscal and economic soundness of programs. Have 
the economists in your Department made any studies of the impact 
of the tight money market on the expenditures for public buildings 
running from $600 million in the 5-year period as compared to $1,500 
million plus? 

Mr. Cuaram. No, sir. We have not made any such studies. 

Mr. Mack. I think also we should request the opinion of the 
Secretary of the Treasury, Mr. Humphrey, on that point. 

Mr. Jongs. I hope we will get all of the interested agencies to 
testify before the committee. Now, Mr. Charam, let me go through 
and summarize generally with you concerning the cost of these 
projects. 

We have 146 projects. Under the lease-purchase arrangement, 
under existing legislation, if these projects were to be constructed 
at a 4 percent interest rate they would cost $1,357,614,000. Is 
that correct? 

Mr. Cuaram. That is correct. Under the first assumption. 

Mr. Jonzs. Now if they were to be constructed at a 5 percent 
interest rate it would be costing $1,465,210,000. Is that correct? 

Mr. Cuaram. That is correct. 
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Mr. Jonus. The difference between the direct appropriation with- 
out interest and acquiring them under the lease-purchase program 
would be a difference of $642,998,000 at 4 percent interest. 

Mr. Cuaram. That is correct, 

Mr. McGrecor. Or without taxes. 

Mr. Jonzs. No. It includes taxes. 

Mr. Cuaram. All these lease-purchase costs include taxes. 

Mr. Jonrs. The law directly said that they pay taxes. At 5 percent 
the difference would be $750,594,000. 

Mr. Cuaram. That is correct. 

Mr. Jones. Assuming that the money to be obtained by direct 
appropriations was acquired at 3 percent interest, the cost would be 
by direct appropriation at 3 percent, $1,021,494,000? 

Mr. Cuaram. That is correct. 

Mr. Jonzrs. Are there any further questions? 

Mr. ScuppEr. Excluding interest and taxes. 

Mr. Jones. That is with taxes and interest, but by direct appro- 
riation. Let me repeat. The program at 4 percent under the 
ease-Purchase Act, which includes interest and which includes 

taxes—because the law states they have to be paid—at 4 percent $714 
million worth of projects would cost $1,656,005,000. Is that correct? 

Mr. Cuaram. That is correct. 

Mr. Jonzs. All right. If they were built out of current revenues 
and that current revenue costs the Government 3 percent interest, 
that $714 million worth of projects would cost the Federal Govern- 
ment $1,021,494,000. Is that correct? 

Mr. Cuaram. That is correct. 

Mr. McGrecor. Does that last figure include taxes? 

Mr. Cuaram. No, sir. 

Mr. McGrecor. It does not include taxes to any political sub- 
division? 

Mr. Cuaram. No, sir. 

Mr. Jongs. Right. 

Mr. Scuerer. But you are assuming we pay interest on the cur- 
rent yearly rentals? 

Mr. Cuaram. On the annual amortization payments. We assume 
we pay interest on all appropesved funds. 

Mr. Scuprer. Actually, you never will pay interest on the yearly 
rentals, expecially if we are balancing the budget. 

Mr. Cuaram. At least we can say it is an assumption. 

Mr. Scuwencet. Mr. Chairman, I have a question if I may. 

Mr. Jones. Mr. Schwengel. 

Mr. ScowENGEL. Is there anywhere, any set of figures to show how 
much extra we are paying because we have not been able to build 
through the years? 

Mr. Cuaram. No, sir. That is not involved in any analysis we 
have made. 

Mr. ScHweEnGEL. Is it possible to get any figures on that? 

Mr. Cuaram. I think maybe the agencies might be able to get you 
figures like that but I would not have anything. 

Mr. Scuwenaeu. Have you made any analysis of what the extra 
amount might be if we postponed this program for 2, or 3, or 4, or 5 
years, and neither the lease-purchase nor direct appropriation route 
was followed? 
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Mr. Cuaram. That was not involved in this particular study. 

Mr. ScowEencet. Would those be available by some other agency? 

Mr. CHaram. You might acquire them from General Services 
Administration. I do not know anything about it. 

Mr. ScHwENGEL. One further question on another phase. The 
lease-purchase program that this Congress passed is a similar program, 
is it not, to the program that has been passed by Congress for the 
building of homes for service people? It is comparable in many 
respects, is it not? 

Mr. Cuaram. I am not really prepared 

Mr. Scuwenesi. The Capehart bill, for instance. 

Mr. Cuaram. I am not prepared to comment on that. 

Mr. ScoweEencGet. Or the FHA program. 

Mr. Cuaram. I am just not prepared to comment on it. 

Mr. McGreecor. I would like to make one inquiry, Mr. Chairman. 

Mr. Jones. Mr. McGregor. 

Mr. McGrecor. Do you remember the Comptroller General’s 
office appeared before a congressional committee when we were con- 
sidering the lease-purchase bill? 

Mr. Cuaram. I believe they appeared. Yes, sir. 

Mr. McGreeor. Did they not give us figures, upon the face of 
which it would show it was good business for us to allow private 
capital to build these buildings and pay for the buildings by rental? 
Are you familiar with their report at that time? 

Mr. Cuaram. I am not familiar with the actual details of the report. 
No, sir. 

Mr. McGrecor. You have not read the report of your predecessor 
who appeared before this committee? 

Mr. Cuaram. I have not read it recently. No, sir. 

Mr. McGregor. Have you read it? 

Mr. Cuaram. I read it some time ago, and that is how I know 
they appeared before the particular committee, but I am not sure 
of the actual details or what their conclusion was other than that 
they favored the bill. 

Mr. McGrecor. They favored the bill? 

Mr. Cuaram. They did not interpose any objection. I know that. 

Mr. McGrecor. Would this be your answer? If they favored the 
bill they would have considered it a good business proposition? 

Mr. Cuaram, I am not prepared to say. I do not know what 
the reasons were, without rereading the report, as to just why they 
favored the bill. 

Mr. McGrecor. But you will admit they favored the bill, or had 
no objection to it? 

Mr. Cuaram. They had no objection to it. 

Mr. McGregor, All right. 

Mr. Brown. Is it not true these gentlemen are here, Mr. Chair- 
man, with certain mathematical calculations for us? I mean, they 
have just put certain figures on paper for us, and done an excellent 
job, based on certain assumptions. Is that not correct? 

Mr. Jones. That is all that is to be assumed because the General 
Accounting Office is not a policy making body and, therefore, it 
would not be necessary to inquire of them as to whether or not certain 
things should be done. Like the lawyers call it, it is an invasion of 
the province of the jury. 
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Mr. Brown. Could I direct a question to the Chair? On these 
statements made about misleading the public, and so forth, could 
that charge not also be made about the 4-percent lease-purchase 
agreements? Because, is it not a fact that theoretically advisable as 
they might be, the facts are that we just have not been able to get 
the buildings because nobody will put up the money. 

So, is that not a theoretical assumption also? 

Mr. Jonzes. Whatever the assumption may be, there are no build- 
ings except out in Rock Island. 

Mr. Scupper. Mr. Chairman, the information we have been given 
by the General Accounting Office—if we want their advice as to the 
practicability of the program we can get them to do it; can we not? 

Mr. Jones. They are available at all times to Members of Congress 
to make any studies before the committee. By way of suggestion 
I think it would be better procedure, if you do have questions that 
you think ought to be brought before the committee, that you direct 
the questions through the chairman of the committee if you expect 
to use it before the committee. If it is something that you want to 
satisfy your own mind on, then that is a question for you to handle 
directly. 

fe ata I would like to make this statement: I would like 
to congratulate the Chair on his farsightedness in getting this report 
and congratulate the witness and his staff for being able to give us the 
answers. I think it is an appropriate thing. 

Mr. Jonzs. I thank the Gentleman from Ohio. I will say to the 
members of the committee, I tried to bring in the figures and analyses 
that could be applied under any reasonable assumption as to how we 
could fashion any legislation to determine the ultimate cost of the 
program. Now, if the calculations are wrong, then the basis for those 
calculations is in error at the source, that is, the figures that have been 
furnished to us by the General Services Administration and the Post 
Office Department, and not these calculations. 

Let me thank you, gentlemen. 

Mr. Scuerer. Before you conclude, could I now ask for the analysis 
which I think is missing? 

Mr. Jongs. Yes, sir. 

Mr. Scurrer. Although, as Mr. Wright said, if you use a pencil 
you can arrive at it. 

Mr. Jonzs. Yes, sir. 

Mr. Scuerer. But it does not show as an analysis among the 
different ones submitted in this memorandum. 

Mr. Witness, will you kindly furnish us an analysis showing the 
cost to the Government under the lease-purchase law at 4 and 5 pér- 
cent, with yearly rentals paid out of current revenues, to which no 
interest attaches, as compared with the cost to the Government under 
direct appropriations with 3 percent interest. Period. 

Mr. Jones. Will you prepare that information, Mr. Charam? 

Mr. Cuaram. As brought out, it is already in here but just a matter 
of putting it together. 

Mr. Jonxs. Will you furnish it to the committee, and without 
objection it will be made a part of the record. 

Mr. Scuzerer. You say it is already in there, but the cost is not in 
there. 

Mr. Cuaram. That is right. 
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Mr. Scurrer. If that analysis is made it will show the cost of the 
lease-purchase over the direct appropriation method not to be as 
great as is shown in these analyses. 

Mr. Cuaram. That is right. We will make a third assumption. 

(The information furnished by the Comptroller General follows:) 


Prosect Costs rr AppropriIATIONS ARE Financep Ovt or Borrowineas aT 3 
Percent With AMortTIzATION Out or CurreENT RevENvEs, Except Trat 
ANNUAL PurcHase ContTrRAcT PAYMENTS AND REAxt Estate TAXEs ON ButLp- 
incs ARE ASSUMED TO BE FINANCED DiREcTLY Out or CURRENT REVENUES 
Wirnovut BorrowineG 


On the assumption that funds appropriated by the Congress were borrowed 
by the Treasury at a 3 percent annual interest rate and repaid by equal annual 
amortization payments within the purchase contract periods, except that the 
annual purchase contract payments and real estate taxes on buildings are assumed 
to be financed directly out of current revenues without borrowing, the estimated 
funds required to carry out the acquisition of the 146 projects under the lease- 
purchase program and by direct acquisition are compared as follows: 





4-percent pur- | 5-percent pur- 
chase contracts | chase contracts 


Projects acquired under lease-purchase program ---........-...-.-.-..--- $1, 389, 928,000 | $1, 497, 524,000 
Projects acquired by direct appropriation..................-.-...-----.-- 1,021, 494, 000 1, 021, 494, 000 
Additional appropriations required under the lease-purchase 
ON 65th bh ehh bop Ebb eddies eenebobabesibraiaiesesaad 368, 434, 000 476, 030, 000 


The computation of the total funds of $1,389,928,000 required under the 
upenenssane program with 4-percent purchase contracts is summarized as 
ollows: 





4-percent purchase contracts 








Recurring Total pay- 
annual pay- ment 
ment ' 

— adilipactac dial Rateaiptiinteniacmmimaneio 
Construction costs of the buildings... -._- lla a Ail ee eel $41, 933,090 | $1, 009, 404, 000 
Real-estate taxes on buildings for period of the purchase contracts-......- i 11, 078, 000 273, 583, 000 

Total payments under purchase contracts. -...........---.-.------ | 53, 011, 000 1, 282, 987, 000 
Site and other project costs financed by direct appropriations_..........-. ied decolied 74, 627, 000 
Interest on Treasury borrowings for site and other project costs..-.......- iakiiahehincinaeiee 32, 314, 000 

Total funds required under lease-purchase program............-.--- | knsstanedmaibeedind 1, 389, 928, 000 





1 The amounts shown in this column represent the total annual payments when all purchase contracts 
are in effect. Since the periods of the purchase contracts range from 10 to 30 years, the total annual pay- 
ments will reduce as contracts are completed. These amounts are assumed to be financed out of current 
revenues without borrowing. 


The computation of the total funds of $1,497,524,000 required under the lease- 
purchase program with 5-percent purchase contracts is summarized as follows: 
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5 percent purchase contracts 





Recurring Total pay- 
ment 








annual pay- 
ment ! 

Construction costs of the buildings. -.....-.........-...----.---.--.---.. $46, 239,000 | $1, 117, 000, 000 

_ Real estate taxes on buildings for period of the purchase contracts--..... 11, 078, 000 273, 583, 000 
Total payments under purchase contracts. -............-----.....-. 57, 367, 000 1, 390, 583, 000 

Site and other project costs financed by direct appropriations.............}...-..-.--.....- 74, 627, 000 
Interest on Treasury borrowings for site and other project costs.........-|..-..----.--...- 32, 314, 000 
Total funds required under lease-purchase program.............---|------.-------.- 1, 497, 524, 000 


1 The amounts shown in this column represent the total annual payments when all purchase contracts 
are in effect. Since the periods of the purchase contracts range from 10 to 30 years, the total annual payments 
will reduce as contracts are completed. These amounts are assumed to be financed out of current revenues 
without borrowing. 


The amount of $1,021,494,000 as computed for direct acquisition of the projects 
includes initial estimated costs of $714,616,000 to be provided by direct appropria- 
tion and interest of $306,878,000 on assumed Treasury borrowings to finance 
these appropriations, 


Mr. Jones. Thank you again, Mr. Lambert and your associates, 
for appearing before us this morning. The committee will stand in 
recess until 2 o’clock. 

(Whereupon, at 11:50 a. m., the subcommittee recessed until 2 p. m, 
of the same day.) 

AFTERNOON SESSION 


Mr. Jonss. The hearing will come to order. 

Our next witness is Mr. Franklin G. Floete, Administrator, General 
Services Administration, and members of his staff. Mr. McConihe 
is the Commissioner of Public Buildings. 

Mr. Fionre. Mr. Edward Sweeney is our general counsel, and 
Joseph Moody is our assistant treasurer. 

Mr, Jones. Mr. Floete, before you present your testimony, I 
would like to place in the record a letter directed to Mr. Buckley from 
Mr. Floete bearing date of February 26, 1957. For the information 
of the members of the committee, I will read the pertinent part as it 
applies to H. R. 4660: 


This agency is opposed to the repeal of the Public Buildings Purchase Contract 
Act of 1954. That act provides a new method for acquiring urgently needed 
public buildings which we have not yet had a fair opportunity to prove in a normal 
market. Our experience under the act to date leads us to believe that, with 
certain amendments which we proposed to recommend to the Congress in the 
near future, it will prove to be a useful tool for acquiring urgently needed accom- 
modations for the Federal Government without an unnecessarily large impact on 
the budget in any one year. Accordingly, we recommend that the law be extended 
beyond its present expiration date of June 22, 1957, and be allowed to remain on 
the statute books for use when the circumstances warrant, 


(The letter above referred to follows in full:) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., February 26, 1957. 
Hon. Cuarues A. Bucktey, 
Chairman, Commitiee on Public Works, 
House of Representatives, Washington, D. C. ' 
Dear Mr. Cuarrman: Your letter of February 12, 1957, requests our com- 
ments with respect to H. R. 4660, a bill to repeal the Public Buildings Purchase 
Contract Act of 1954, to require certain distribution and approval of new public 
building projects, and for other purposes. 
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Section 1 of the bill, insofar as this agency is affected, repeals the Public Build- 
ings Purchase Contract Act of 1954, except with respect to a project under con- 
struction at Rock Island, IIll., and eight projects in the metropolitan area of the 
District of Columbia. 

Section 2 amends the act approved May 25, 1926 (40 U.S. C. 341) as amended, 
so as to assure equitable distribution of public building projects throughout the 
United States and to require approval of proposed public building projects by 
the Committees on Public Works of the Senate and House of Representatives. 

Section 3 amends the Post Office Property Act of 1954 and will not be com- 
mented upon by this agency. 

Section 4 authorizes appropriation of sums totaling not more than $1,500 
million until July 1, 1962, to carry out the purposes of the act of May 25, 1926, 
as amended. 

This agency is opposed to the repeal of the Public Buildings Purchase Contract 
Act of 1954. That act provides a new method for acquiring urgently needed 
public buildings which we have not yet had a fair opportunity to prove in a 
normal market. Our experience under the act to date leads us to believe that, 
with certain amendments which we propose to recommend to the Congress in 
the near future, it will prove to be a useful tool for acquiring urgently needed 
accommodations for the Federal Government without an unnecessarily large 
impact on the budget in any 1 year. Accordingly, we recommend that the 
law be extended beyond its present expiration date of June 22, 1957, and be 
allowed to remain on the statute books for use when the circumstances warrant. 

Our experience to date with the lease-purchase act indicates that it is necessary 
to provide some administrative leeway with respect to maximum cost estimates in 
the prospectuses required to be submitted to the Congress. Accordingly, it is 
recommended that item (2) of new subsection (b) as added by section 2 of the 
peepiped bill be amended to so provide. 

Je are not prepared at this time to take a position on the question of whether 
the authorization provided for in section 4 is necessary as a matter of law. If such 
an authorization is necessary to provide a method other than lease purchase 
of constructing Federal buildings, we would support it. 

The existence of statutory authority for acquisition of Federal accommodations 
by both lease-purchase and direct appropriation methods provides desirable 
flexibility. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. Fuioete, Administrator. 


Mr. Jonus. Now, for the members of the committee, I want to say 
that since Mr. Floete has assumed the duties and responsibilities as 
Administrator of the General Services Administration he has on all 
occasions demonstrated to my observation that he was a diligent and 
industrious agent working for the interest of promoting the Lease- 
Purchase Program. 

Now, Mr. Floete, as I said eerlier in the opening statement of the 
committee, if there is fault in the law, then we should use our good 
offices to bring about a workable program. I can understand and 
appreciate the many, many difficulties that you have had, because 
this program involved a multitudinous amount of agency contacts, 
administrative problems that were brought about by virtue of the fact 
that it required interagency communications, liaison and other inter- 
course with the various agencies of the Government. 

Now, do you have a prepared statement, Mr. Floete? 

Mr, Fioere. Mr. Chairman, I do. I can file it or read it, as you 
prefer. 

Mr. Jones. We will value your testimony, Mr. Floete, and we will 
appreciate it if you proceed. 
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STATEMENT OF FRANKLIN G, FLOETE, ADMINISTRATOR; AC- 
COMPANIED BY F. MORAN McCONIHE, COMMISSIONER OF 
PUBLIC BUILDINGS; EDWARD C. SWEENEY, GENERAL COUNSEL; 
AND JOE E. MOODY, ASSISTANT GENERAL COUNSEL; GENERAL 
SERVICES ADMINISTRATION 


Mr. Fiorre. Mr. Chairman, gentlemen of the committee; the 
Public Buildings Purchase Contract Act of 1954 (Public Law 519) 
was approved on July 22, 1954. 

Thereafter, the first session of the 84th Congress approved 26 
projects listed on exhibit A hereof with a maximum cost of $91,436,330. 
That Congress also appropriated $15 million for acquisition of sites 
and architect-engineering contracts. Such contracts were thereafter 
entered ints and sites have been or are being acquired where not 
Government-owned. 

The second session of the 84th Congress approved 73 additional 
projects (exhibit B) with a maximum cost of $632,009,659, final 
approval by the Bureau of the Budget not being received on 30 of 
these until September 22, 1956. This Congress also appropriated $5 
million for sites and planning. We committed this sum for 25 projects, 
making a total of 51 projects of the approved 99 for which sites and 
architectural contracts have been provided. 

The contractual documents designed originally, provided for com- 
petitive bids to be taken on (1) construction only, (2) long-term 
financing, or (3) a package basis; that is, a combination bid on both 
construction and financing. The maximum acceptable interest rate 
for such financing was fixed by the Treasury Department at not to 
exceed 4 percent. 

On the foregoing basis, the first invitation for bids was issued on 
April 24, 1956, on the proposed United States post office and court 
house at Rock Island, Ill., project No. 5-III-O1. Bidding material 
was taken out by approximately 100 firms. 

The bids were opened on May 29, 1956. No separate financing 
bids were received; 4 bids for construction only, and 2 bids for both 
financing and construction were received. 

A package contract was awarded on June 21, 1956, after approval by 
the Director of the Bureau of the Budget, in the amount of $1,674,500 
with interest at 4 percent, this bid being within the amount available 
for construction. The Rock Island project is now approximately 30 
percent completed. 

The bidding on the Rock Island project brought forth numerous 
comments, criticisms and suggestions from representatives of the 
construction industry and financial interests. Detailed discussions 
were had with all interests and further study made of the program 
and the documents, as a result of which they were revised in July 1956, 

Invitations for bids on the basis of the revised contractual documents 
were issued for projects at Council Bluffs, Iowa, and Atlanta, Ga., in 
August 1956, and bids were opened in September 1956. 

On the Council Bluffs project, one package bid was received which 
exceeded the amount available for construction. As in the case of 
Rock Island, no separate financing bids were received. Three 
separate construction bids were received. 

On the Atlanta project, 1 conditional package bid was received 
which was in excess of the amount available for construction; again 
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no bids were received for separate financing; and 6 bids were received 
for construction only. This was good competition among the latter 
bidders, and all but one of these bids were within the amount available 
for construction. However, as no financing bids were received, a 
construction bid could not be awarded. 

GSA representatives went to Council Bluffs and met on October 
8, 9, 10, and 11, with representatives of interested contruction con- 
tractors, builders’ associations, surety associations, local representa- 
tives of bonding companies, banks, legal counsel, brokers, financial 
institutions, the chamber of commerce, life insurance companies and 
anybody else they could find to talk to, and thoroughly discussed the 

rogram, the contract documents, construction and financing prob- 
ems and individual bids. At about this same time, similar discus- 
sions were had in Atlanta, Ga., and Chicago, Ill. The principal 
purpose of these talks was to obtain, first hand, the view of the con- 
Sarors and sources of money as to why we were not getting accepta- 

e bids. 

During October 1956 invitations to bid were issued on projects at 
Abingdon, Va.; Albuquerque, N. Mex.; Burlington, Iowa; Green 
Bay, Wis.; Huntington, W. Va., and Kansas City, Kans. The 
invitations called for bids on the basis of the contractual documents 
used on the projects at Council Bluffs and Atlanta with minor changes. 

In the meantime, numerous and extensive discussions were held 
with Treasury Department, including the Internal Revenue Service, 
and the Comptroller of the Currency. Frequent visits were made to 
New York City for meetings with top officials of banking institutions, 
insurance companies, pension funds, and other sources of investment 
and financing, together with their legal counsel and with officials of 
the State of New York administering the State banking and insurance 
laws, These visits were for a two-fold purpose: First, to attempt to 
generate a greater interest in, and understanding of, the program on 
the part of financial institutions and to obtain their suggestions 
for further revisions of the plan and the contractual documents to 
make the program more acceptable as an investment. 

Questions were raised during these discussions as to the applicability 
of the Assignment of Claims Act of 1940, as amended, to certain 
Federal statutes relating to national banks and to the tax treatment 
to be accorded income derived under the program by the contractor 
and the investor. These were presented by GSA to the General 
Accounting Office, the Treasury Department and the Internal 
Revenue Service and were resolved by formal decisions issued by those 
agencies. 

As a result of these negotiations, discussions, correspondence, and 
bidding efforts, it was concluded in late October 1956 that additional 
changes were necessary in the contractual documents if there was any 
hope of obtaining acceptable bids for any of the projects. 

Nessedingly. we postponed the bid-opening date for the six projects 
for which bid invitations were then pending and proceeded with neces- 


sary changes. Separate bids for financing and construction were 
discontinued and the “package”’ basis only was adopted. 

The plan provided for a three-party contract—Triparty Public 
Buildings Purchase Contract, GSA Form 1341—which would be 
signed by the Government, the builder and the investor. Under this 
contract, the builder’s undertaking is to build the improvement, 
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establish a trust for the holding of title during the term of the purchase 
contract and accept payment from the investor upon completion of 
construction; the investor’s obligation is to pay the butider: the 
Government’s obligation is to supervise construction, direct the 
investor to pay the builder upon completion, repay the investor with 
interest over the term, and accept title from the trustee at the end 
of the term. 

These documents recognize that, in order to obtain financing in 
today’s money market, the lump-sum construction bid will include 
various elements of costs incurred by the builder in arranging financ- 
ing. Under the documents, the builder is required, prior to signing 
of the contract, to disclose all such elements of costs included in the 
bid and the Government has the right to refuse to close the contract. 
if such costs are regarded as unreasonable. 

Late in November 1956 the new contractual documents were issued 
replacing the bidding documents on the projects then pending. In 
addition, invitations for bids on the basis of the new documents were 
issued covering the projects at Council Bluffs, Iowa, and Atlanta, 
Ga., previously unsuccessfully advertised in September. 

The bids for these projects (Abingdon, Albuquerque, Burlington, 
Green Bay, Huntington, Kansas City, Council Bluffs and Atlanta) 
were opened on December 20 and 28, 1956. Two bids each were 
received on Abingdon and Burlington, one each on Albuquerque and 
Kansas City, and none on either Green Bay or Huntington. Only 
one bid—which was conditional—was received on the Atlanta project 
and two bids were received on the Council Bluffs project. . With the 
exception of a conditional, and therefore unacceptable bid on the 
Albuquerque project, all the bids were in excess of the amount avail- 
able for construction. Accordingly, all bids were rejected, and, pur- 
suant to the authority contained in section 302 (c) of the Federal 
Property and Administrative Services Act of 1949, as amended, it 
was determined to negotiate for contracts for the projects on which 
bids had been received. All bidders were so advised on January 18, 
1957, and invited to participate in the negotiations. 

Negotiations were held in the latter part of January 1957 and early 
February 1957 with various contractors and investors on the Albu- 
querque, Burlington, Atlanta, and Kansas City projects. 

The negotiations, while not resulting in a firm contract for any 
project, disclosed that the actual construction costs were not un- 
reasonably in excess of Government construction estimates, con- 
sideration being given to the intervening increases in construction 
costs. However, the changes included in the bids for short- and 
long-term financing resulted in the bids being in excess of the amounts 
available, except Albuquerque which was qualified. 

The foregoing report demonstrates that GSA has made every effort 
to make Public Law 519 an effective instrument to provide badly 
needed Federal buildings. Failure has been primarily due to the in- 
creased demand for money and the resulting higher interest rates. In 
the few cases where bids were received they were wholly inadequate 
in numbers to provide any real competition. Such lack of competi- 
tion is most costly to the Government. 

Our current program includes 162 communities to be studied for 
possible additional building needs. As these studies are completed, 


89830—57——-4 








46 PUBLIC BUILDINGS PROGRAM 


additional projects will be submitted for the consideration of the 
Publie Works Committees. 

Now, Mr. Chairman, gentlemen, that, up to that point, is simply a 
factual statement of what we did. Now, what follows really Van 
nothing to do with what has gone before. I want to explain that, 
pepe up to now I have just been telling what we have done on this 
thing. 

About the lease-purchase program, on February 13, GSA an- 
nounced, publicly, that further offers of bids for construction of 
buildings under lease-purchase contracts will be temporarily deferred 
and pending negotiations suspended. ‘These actions were taken with 
the full concurrence of the Bureau of the Budget and the Treasury 
Department. 

hese steps are in line with the policy of the President, as stated 
in his messages on the State of the Union and the 1958 budget, to 
postpone all work which can be deferred, with the exception of con- 
struction to meet urgent needs for schools, highways and housing, 
and thus avoid aggravating inflationary pressures by unnecessary 
competition for labor, materials and equipment. 

When present inflationary pressures in the construction industry 
recede, advertising of these and other projects will be resumed, since 
it is important to move ahead on needed construction of Government 
buildings. These, as you know, are largely self-liquidating by savings 
in rents otherwise payable. In the meantime, GSA will proceed 
with the preparation of architectural and engineering designs and 
with the acquisition of sites for projects approved under the lease- 
purchase program to the extent of funds available. 

Then follow the two exhibits, A and B. 

(The exhibits referred to are as follows:) 
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Exuisit A 


Public buildings purchase contract program, projects approved during 1st sess., 
84th Cong. 


State and city | Purpose Gross area Maximum 
(square feet) cost 
| Swi 

Georgia: | 
». Atlante... .......- ---| Civil defense center_......--..-...---- 380. 653 $12, 330, 000 
 Brunswick-..__- ....----| Post office and courthouse sie cil 61, 877 1, 431, 000 
—" Rock Island.....-......-. | cdee AR ielieweiethhbites daccon~-adsghoaing 83, 460 2, 000, 000 
owa: 

I i dite a je nncen Post Offiad, 060+ «cs --eeciews---enshe's 48, 000 1, 328, 987 

Council Bluffs. ...-. is Post office and courthouse.-_.._......-- 67, 360 1, 630, 000 
Kansas; Kansas City.......--...----| GD. detinanknrcéicteiececckenmmihte 86, 538 2, 393, 303 
Louisiana: | 

Lafayette_. ......_- Post office, ete scainididetniodta. 5 cao 50, 578 1, 095, 000 

Lake Charles. .... Sintedgocsente iiciscues cheng dean haiieedsae sanee 88, 060 2, 075, 000 

PIB 6 wise cnn csdennn ne 6] kaetaiane stain olodahedectdiinnntieiamba 568, 000 14, 200, 000 
Minnesota: | 

Minneapolis..............-.. _ Courthouse and Federal office build- 210, 082 5, 877, 815 

| ing. 

Gt, Weed. 1 cass. be 400 ..| Post office and customhouse---.....-.- 200, 140 5, 235, 000 
Mississippi: Biloxi_........--- ..| Post office and courthouse__..-....._-- 46, 952 1, 110, 000 
Nebraska: Omaha... y Weeiee yes Soe ae Penn 422) 666 9, 579, 823 
New Hampshire: Rehan .|'.'....1 POM GMOS, O68. - x. oes tec esc 21, 588 433, 600 
New Mexico: Albuquerque... -_.| Federal office EE Rincndiistacna os 289, 030 6, 227, 300 
New York: 

SO 6 ibd cinnn cc chckinnay Post office and courthouse_.-._-.___~- 83, 887 1, 840, 135 

New York—U. N. Mission____- FIROGOIIIEIEE in, cnienn Sinn madbeaneceean 81, 214 , 300, 000 
Tennessee: 

ITS iistith atti mone ben onan), Re MEME i altemdunndadhn~ soso 13, 140 272, 000 

BE nc ccnissensdinttnnnsindatcasie Nn hal rie cide ich Asia wiiishegdbinatiams ae 52, 200 1, 013, 000 
Texas: Gainesville_.-__.- sis onal Rennie adi cli esah ti etateanen ete eiiemntilien ds niecniehe 31, 361 645, 036 
a Burlington...............| Post office and courthouse.-....----- 134, 580 2, 830, 000 

/irginia: 

Abingdon__..__-- 1 ashi ltt <ixtesls aeanhianderamiaien shaanacae 31, 085 543, 210 

Richmond...........--..-------| Federal office building i sialpalabdigslit-ineoueaahe 350, 000 7, 410, 000 
West Virginia: | 

Uta aiidesicsciansceacte i camadkistbesek 144, 427 3, 298, 280 

IN. . ncansenabaoamall Courthouse and Federal office build- 73, 400 1, 722, 841 

ing. 
Wisconsin: Green Bay..............| Post office, etc...........-.-....-..-.- 88, 470 1, 615, 000 


OG CRN 60 th citcnd cil noenqenaaneniatoaercmalihatiadiakaeweske 3, 708, 748 91, 436, 330 
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Exursit B 
Public buildings purchase contract program, projects approved during 2d sess., 84th 
Cong. 
State and city Purpose Gross area Maximum 
(square feet) cost 
Washington, D. O.: 
Geological Survey --.-.--...------ nn ni dg 5 | 878, 000 $22, 260, 000 
National Meteorological Center |-.--.- Et atnatttetabestacsconateans re 1, 245, 000 30, 990, 000 
and Coast and Geodetic | 
Survey.! | | 
Southwest area, Federal Office | Federal office building __............--. 972, 000 25, 250, 000 
Building No. 5, 
Southwest area, Federal Office |_---- rrr eon Soren oS sec4 633, 000 16, 275, 000 
Building No.6. | 2 
a nN od ccepeoane 967, 000 27, 450, 000 
EE BE SS eee ere 411,000 12, 190, 000 
(Health, Education, and Wel- 
fare Department). 
Federal Office Building No. 9 |----- n+ caduuhocladtteivceestbcteseeea 815, 000 22, 115, 000 
(Civil Service Commission). | 
ii Federal GE EE ie Fa Be cect ee 1, 594, 000 40, 900, 000 
ama: 
reas ah Ae Post <n Sh ctcaendieedania ake toe 12, 600 272, 000 
ik Oe i Se a ew 13, 100 279, 000 
OS ET | Courthouse and Federal office build- 285, 000 8, 600, 000 
| g. 
Arkansas: 
NS Eee SS So oe | Post aioe and courthouse...........-_| 38, 000 1, 020, 000 
9 ee ee eee ~ heel sgiiitabioadl a 69, 400 1, 729, 000 
pattie cae kee Foderal Office building _ ete ees eR ace | 391, 000 9, 150, 000 
California: 
Tae | Customhouse and Federal office build- 1, 198, 000 30, 800, 000 
Sacramento...........-..----.-- Courthouse and Federal office build- 345,000 | 10, 210, 000 
i 
IIE, Shue tuba nnikition chin sated cbadaaadsbobtaaiseanwmibeewad ns 1, 595, 000 45, 300, 000 
Colorado: Denver-...-- al Gourthouse ne 194, 000 6, 420, 000 
a Si asdctecs ns | Federal office building 295, 000 8, 350, 000 
lorida: 
TS tilt iitsddiinntcahdinneeemetiaedsin Nh niles een nereahaiaiied EE Ra eatandiccn: 283, 000 8, 875, 000 
SR So nantaccbbsouace IMI TI Sct ered cee me 14, 300 310, 000 
Ns Re ieee cel ibaa Post office and courthouse_...........- 57, 200 1, 580, 000 
Georgia: Milledgeville_............. ny a rereersisasca; 4ccsstct 21, 400 602, 000 
Illinois: 
sd ish wie ninidiourallnsiiens Post office and courthouse._........-- 37, 600 1, 100, 000 
Breese. bn Sie aieiidnssst iain OS Se 9, 260 224, 000 
Iowa: Fort Dodge_..._...---------- |----- a | 73, 500 | 1, 980, 000 
Kansas: 
NN, cetekewncininictabnsin ih ti ainda nad eredysitnineeininines 22, 500 600, 000 
Renvewrerth. ......<--..2....- | Post office and courthouse_....------ 34, 200 968, 000 
a iieeasd a EN kicekeacisieqnwesicwsse 9, 000 | 218, 000 
Louisiana: 
RS Sin uinsnschineisosa skoaheueee i ebieiininenggccataniecunn 15, 700 365, 000 
Minden. ---- ESE ITA do 15, 800 412, 000 
| ee ear Post office, F ederal office building and 759, 000 | 19, 670, 000 
garage. | | 
Maryland: 
a a a Federal office building. ...-....-- 781, 000 19, 170, 009 
Denton____._-- a a a aia a rome | 16, 900 415, 090 
Massachusetts: Boston.__-.____- Federal office building ae eaines 987, 000 28, 150, 000 
Minnesota: 
cd _| Post office, etc.......-....--- | 44, 000 | 1, 200, 000 
abet nihiisiisivay ionamin Sa etid shia nds tarieinenia 22, 500 612, 009 
IE ecciivewencecenccnnce fie detennmniettiigiiadenpians seen 20, 000 | 555, 000 
— Redwood Falls. .....-.-.--.---- SET REE eae 17, 000 | 440, 000 
ississippi: 
Greenville ali dinette ieebteitie ania denauas | Post office and courthouse_- <a 50, 500 | 1, 200, 000 
Ain vnacnenedescesencner | Post office, etc...........- | 38, 800 829, 000 
Missouri: | 
pea... i. ii... -— einai mnduomiedanee akin | 12, 900 | 324, 000 
Moberly. Dieta =e ee a 19, 400 | 487, 000 
cae Feil office building_ at eiamed tare al 482, 000 | 13, 760, 000 
| RENTS eae Repair and construction_. 489, 000 | 6, 740, 000 
New York: | | 
, Brooklyn......-.--..-----------| Courthouse and Federal office build- | 533, 000 15, 200, 000 
ing. | I 
New York_---- .----.-| Customhouse and Federal office | 1, 754, 000 | 65, 100, 000 
| building. 
Ohio: } 
IIE 55 oupucgiedimsiairane | Federal office ne.. owen 767, 000 | 21, 700, 000 
Toledo.- cient mate ; Saalaneaiotsslaen 176, 300 | 4, 950, 000 


See hiianti at end of table, p. 49. 
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Public building purchase contract program, projects approved during 2d sess., 84th 
Cong.—Continued 


State and city Purpose Gross area | Maximum 
(square feet) cost 
Oklahoma: Oklahoma City.......-- Comrtiguce and Federal office build- $259, 000 $7, 140, 000 
ing. 
Quam? PortbeR c<cessccwct sedan Federal office building. -............-.- 287, 800 5, 092, 500 
Pennsylvania: 
VO ccs idcoebelon'e acnianaihpn abi eisiied We NNO... os Sacenycacenbinesedus 12, 200 310, 000 
Pittsburgh.....----------------- Federal offiee building. .-...---..----- 817,000 | 28, 960, 000 
South Carolina: Manning. --.--.---- POMS, GO cacdteresenctateespecee 16, 800 364, 000 
South Dakota: Sisseton.........-...|-.--- GD dds Rep vdthsbducdddectacclés id6 19, 800 530, 000 
Tennessee: 
PANS Fa Uuh we sckdcncbcd ccna bance Os tacdantelwsedcacchipmaceeeseda 52, 200 1, 146, 000 
OEE EEE LLY, I BD. cuntocmmgceebes< thd behsiodosge 12, 200 275, 000 
MU icscnticegucecvsctpust sand kncostpendetihhdadathushoaseawh 11, 400 263, 000 
Texas: 
Th ci:tctinacnepentsncseegiia Cemcsipnee and Federal office build- 951, 000 24, 490, 000 
ng. 
Dainverteld 5 43:>-45..<s05é-2654 Post:elhee; Ot0s x4 5<o0-560--suscan-sss 9, 200 216, 000 
ee eS re Vereae and Federal office build- 499, 000 15, 300, 000 
ng. 
DE IO ood co nnnn jun <nch pen RNR ccamienesh tectigglores tain 20, 400 480, 000 
MENGE, Sct tenactunankburtcansons Sica dbaadabbedpesotenbttaupabetn 26, 400 620, 000 
eet OEE ouch wn witds aeliibeeend OO 2) chk Ee andes bobo budoeiimnbee 21, 200 576, 000 
UE <5 Sint. casssenh onehonwalvaen Iai digPita het hescoeiet soc-ececwemaadiaiar sche vidiedere 15, 700 392, 000 
_ Victoria....... sandeseebesetetiae Post office and courthouse.....-.....-.- 58, 300 1, 563, 000 
vine gee Mee Oltg..-<nceteake ot Federal office building. _.............- 294, 000 7, 600, 000 
mia: 
FA eee ee Federal supply service warehouse. ---. 1, 251, 000 7, 500, 000 
Ee ann. ee tunneads POEs SM ictaedsnctipndéstaspeset 141, 300 3, 575, 000 
WINE a wdnun i encdecccbsebids EO. cabkb bad cubbotkgccthebesbshevesd 16, 500 380, 000 
West Virginia: 
SN ckiceaqenbceenoakibe = and Federal office build- 120, 400 3, 820, 000 
uilding. 
0 RR Post office and courthouse----.-....--.-- 54, 800 1, 400, 000 
re Dies ROR os. ccdddinbbnsancdecn 31, 500 700, 000 
PRBAIOONIE Sic ccaccenhundadavis Ceneshoype and Federal office build- 121, 700 3, 045, 000 
ng. 
I aia incstineminnttiiek POG CUE, BOG ccna mivvitegencceentggt 10, 400 255, 000 
rela WOE 5 ons oo ctewcunessdinaons en a odie en ae 16, 500 757, 000 
aN trindinteilan inatetariainacvign wnates: tin dite dined sabiates de ede biiiaiy aided 24, 662, 560 648, 945, 500 
Less amount previously approved |--..............-...-.-----..-------.---- 693, 600 16, 935, 841 


for projects resubmitted. 


Crand totad C70 pratects BNO tiiin os in nnncncccccccenccdebsinwsised 23, 968, 960 632, 009, 659 
3 amendments). 


1 Approved by House Public Works Committee and Budget Bureau. Pending in Senate Public Works 
Committee. 


2 Initially approved during Ist sess., 84th Cong., but reapproved in 2d sess. for change in scope, 


Mr. Jones. Thank you, Mr. Floete. 

Mr. Fallon? 

Mr. Fauton. No questions. 

Mr. Jones. Mr. McGregor? 

Mr. McGrecor. No questions. 

Mr. Jones. Are there any questions on my right? 

Mr. Wright? 

Mr. Wricut. Mr. Chairman; on page 4 of your statement, Mr. 
Floete, you have said that, as a result of these negotiations and dis- 
cussions with people in the financing field, it was concluded in late 
October that additional changes were necessary in the contractual 
documents if there was any hope of obtaining acceptable bids for any 
of the projects. 

Then you speak here of new documents which formed the basis of 
later attempts to secure acceptable bids. Did those documents em- 
body all the changes that were deemed to be necessary? 

Mr. Fioete. Yes, sir. We tried to have everything in there that 
could possibly help this program work. We went to the limit as to 
what we could do. 








50 PUBLIC BUILDINGS PROGRAM 


Mr. Wricut. Nothing further, Mr. Chairman. 

Mr. Jones. Mr. Brown. 

Mr. Brown. Mr. Floete, on page 2 you mention the “package bids 
and the six bids, for construction only, on the Atlanta project. 

Mr. Fiorre. Yes, sir. 

Mr. Brown. Do you have those figures with you; the bids: that 
were received? 

Mr. Fiorre. Yes, sir; we do. 

Mr. Brown. For comparison. For instance, now, what were the 
bids for construction only on that project? 

Mr. Fiorre. We had bids of $9,397,000, $9,589,000, $9,671,000, 
$9,864,000, and $10,710,000. 

Mr. Brown. And the low bid? 

Mr. Fiorre. And the low bid was $9,256,300. 

Mr. Brown. That was for construction only; was it, not, sir? 

Mr. Fiogre. That is right. 

Mr. Brown. Now, the Government estimate for that project, 
shown on the project list now before the committee, was $12,330,000; 
is that not correct? 

Mr. Fiortre. But the amount actually available for construction 
was—wait a minute, we have a list of all that here. I do not know 
whether we should make that public, because we yet have not let 
that contract, and we would be disclosing a figure 

Mr. Brown. I think I can get the answer I want without disclosing 
it at this time. 

Mr. Fiorre. Of course, you know it is available to you gentlemen. 
But you understand. 

Mr. Brown. Yes, sir. Now, I want to compare here, if I may, the 
package bid of—what was it? You have got one conditional pack- 
age bid. What was that? 

Mr. Fioere. $11,665,000. 

Mr. Brown. $11,665,000? 

Mr. Fioete. Yes, sir. 

Mr. Brown. Now, does that “package’’ bid show a certain amount 
for construction and then a certain amount for interest? 

Mr. Fiorre. No, sir. Just a lump sum. 

Mr. Brown. In other words, they finance it and they build the 
building? 

Mr. Fioerse. That is right. 

Mr. Brown. I guess it would be easier if we had those computers 
we had earlier this morning to compute exactly how much is for con- 
struction in that bid and how much is for interest; would it not? 

Mr. Fiorere. Well, I do not know how you could do it; I think 
only the bidder can tell you that. 

Mr. Fatton. Will the gentleman yield? 

Mr. Brown. Yes, sir. 

Mr. Jones. Mr. Fallon. 

Mr. Fatuon. In a case like that, where you are financing a building, 
you could take a price in construction to relieve any penalties that 
you have on your interest rate? 

Mr. Brown. That was exactly my point. In other words, in a 
package bid of that kind, where there is no breakdown, the Govern- 
ment has no assurance whatsoever that we are getting it at 4-percent 
interest; is that correct? 
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Mr. Fiorre. That is correct. 

Mr. Brown. It could be just added in under it? 

Mr: Fuoete. Just the same as you add in the cost of bricks or labor. 

Mr. McGrecor. Will the gentleman yield? 

Mr. Brown. Surely. 

Mr. McGregor. In your advertising, did you have to specifically 
state that it would be broken down, or is the package bidding eligible 
under your bidding specifications? 

Mr. F.Lortr. No; we did not ask for a breakdown in the bidding 
specifications, but, as I said in my statement, we would have insiste 
that the bidder disclose all elements of costs before we awarded him 
a contract. So at that time we would know how much was in for 
direct construction and how much for financing. 

Mr. McGregor. Well, if the gentleman will yield further-—— 

Mr. Brown. Yes, sir. 

Mr. McGreaor. Why is it necessary for you to know? 

Mr. F.Lortre. Well, because I have a feeling that if it is an exorbi- 
tant charge, we should know it; we should be aware of what is really 
being charged for financing. 

Mr. McGreaor. Well, if the bidder still was within your estimates 
and he has a performance bond established, what difference? 

Mr. Fioreter. Well, of course. As it happened we only got one 
that was within our cost, and that one we awarded. None of the 
others were really eligible. But we felt that it was wise to have a 
requirement that they do tell us how much it was going to cost for 
direct construction and how much for financing. 

I think in answer to your direct question, Mr. McGregor. If we 
had actually received bids that were within our estimate, our allotted 
amounts, that we would have very seriously considered accepting 
them. 

Mr. McGrecor. Thank you. 

Mr. ScuppEr. Will the gentleman yield? 

Mr. Brown. Could I just ask one more question, Mr. Chairman? 

Mr. Jonss, The gentleman may proceed. 

Mr. Brown. Now, according to your report here, Mr. Floete, 73 
projects were authorized by the 84th Congress under the lease-pur- 
chase plan. Is that a normal amount of GSA procurements for gov- 
ernmental needs? In other words, how much money did the General 
Services Administration spend for Government buildings prior to the 
lease-purchase; do you have any idea? 

Mr. FLorts. Well, very small; for the last 20 years it has been very 
small. There have been individual projects, I think, nearly every 
year, but I do not know the total of them, sir. 

Mr. Brown. Could you get that total? 

Mr. Fioete. Surely. 

Mr. Brown. Would that be in order, Mr. Chairman? 

Mr. Jones. Yes. Off the record. 

(Discussion off the record.) 

Mr. Scupprer. Mr. Chairman. 

Mr. Jonus, Will the gentleman yield? No; he has not finished. 
Back on the record. 

Mr. Brown. One further question, Mr. Floete. Now, these 73 
additional projects totaling an estimated cost of $632 million, during 
the course of this report only about 10 of them have been submitted 
for—an attempt has been made to build them; is that correct? 
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Mr. Fuioere. That is correct. 

Mr. Brown. Now, let us take, for example, the Marshfield, Mo., 
post office, project No. 104. When was it authorized; do you have 
that information available there? 

Mr. Fuiozre. I will have to look a couple places. Marshfield was 
in the second group that was authorized last year. 

Mr. Brown. Last year? 

Mr. Fiogte. Yes, sir. 

Mr. Brown. Normally, in other words, anything authorized last 
year has not been processed and prepared for bidding prior to this 
cutoff date that was 

Mr. Fuiorre. No; the original 26 projects were all placed; among 
the 26 there are a good many sites owned by the Government. An 
immediate effort was made to acquire the remaining sites. Contracts 
were then entered into with the architect-engineering firms, and those 
have been under contract and ready to go for—most of them for a 

ear, except that the architect contract had not yet been completed. 
t takes a long time, as much as 8 months to a year, and in some cases 
more than a year, to get the architectural plans, after we have awarded 
it to them and after we have the site. So there is a considerable delay. 

Mr. Brown. In other words, let us get an approximate timetable, 
Mr. Floete. The first process is to acquire the site; is that correct? 

Mr. Fionre. That is right. 

Mr. Brown. Normally, what would that take, a year or 6 months? 

Mr. Fiorrs. Oh, no. I would say, because we have to proceed 
carefully, that it takes 3 or 4 months. 

Mr. Brown. Three or four months? 

Mr. Fioere. Yes, sir. 

Mr. Brown. Then after we get the site, then we try to get the 
architectural-engineering contracts? 

Mr. Fioete. Yes, sir. 

Mr. Brown. The plans, and so on? 

Mr. Fiorre. That is right. 

Mr. Brown. Now, how long does that take? 

Mr. Fiorrn. Well, I would say another—because we would be 
doing the two coincidentally, so maybe another month would elapse 
before we had a contract with an engineer, beyond the four months. 
I would say in 5 to 6 months. 

Mr. Brown. Five to six months; is that correct, sir? 

Mr. Fioete. Yes, sir. 

Mr. Brown. Then is the next step to advertise for bids? 

Mr. Forte. When the engineering and architectural plans are 
fully complete, then we advertise for bids. As I said, sometimes as 
much as a year elapses after we enter into the architectural-engineering 
contract. It varies; small project may only take 3 or 4 months; the 
larger ones take more than a year. 

Mr. Brown. Now, what I am driving at, let us get back to Marsh- 
field here a moment. Now, that was authorized last year. You 
would say that it is approximately 6 months or a year, maybe, before 
it comes up on the timetable? 

Mr. McConrue. The target date for completion of the plans and 
specifications on Marshfield is March of 1957. 

Mr. Brown. That is for the completion of the plans and specifica- 
tions? 








| 
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Mr. McConre. That is correct. 

Mr. Brown. Then there can be as much as a year elapse before 
the building is begun? 

Mr. McConrne. No; it is taken immediately under the normal 
procedure. 

Mr. Brown. It would have come up next month, 1957, if this pro- 
gram had not been temporarily discontinued? 

Mr. McContne. Yes, sir. 

Mr. Brown. What has happened to all these other projects; are 
they just still “in the works” and have not reached the target date; 
that is, those that were authorized earlier? 

Mr. Fuiorrer. Well, we have made provision for the sites and for 
architect-engineering contracts for 51 of them—®51 of the 99. Then 
we ran out of money. You see, Congress appropriated $20 million 
for this purpose. We had exhausted our $20 million. We have asked 
for an additional appropriation in the 1958 bill so that we can continue 
the acquisition of sites and planning. 

That is where we stand right at the moment. So there are 48 of 
them on which we cannot proceed because we have no money. 

Mr. Brown. But actually we have just reached the taking-of-bids 
stage on some 9 to 12 of them; is that correct? 

Mr. Fiorre. That is correct. 

Mr. McGrecor. Will the gentleman yield for a question? 

Mr. Brown. I will yield the floor. 

Mr. McGreeor. Is this not a fact, that one of the drawbacks and 
one of the delays was the interpretation of just what part the Budget 
Bureau played in drawing the plans and specifications, whether or not 
they had to carefully go over the specifications or whether or not they 
just passed judgment upon the financing; was that not one of the 
reasons for the delay? 

Mr. Fioere. Well, most of that occurred before I went there. And, 
of course, under the law they originally had two responsibilities—one, 
to examine the project before we brought it to you; and, second, to 
O. K. it after the contract was let. That was changed. 

Mr. McGrecor. Now it has been clarified; has it not? 

Mr. Fiorre. Yes. 

Mr. McGrecor. Their authority under the law? 

Mr. Fioerte. Yes. 

Mr. Jones. Mr. Auchincloss. 

Mr. Aucuinctoss. It is a fact, is it not, that in the present law the 
interest rate is not limited except to a reasonable rate of interest; is 
that correct? 

Mr. Fioere. Yes, that is correct, Mr. Auchincloss. 

Mr. Aucuincioss. The limitation of 4 percent is imposed on our 
agency by other agencies of Government; is that correct? 

Mr. Fuioetre. That is correct, sir. 

Mr. Aucuinctoss. Now I would like to ask this question. Do you 
think this law should be repealed, or do you think this law should be 
amended in order to aid in promoting what you complain about the 
lack of, and that is the lack of competition; is that rather an involved 
question? 

Mr. Fioere. I think we should have supplemental measures that 
will permit building these buildings. I think we should retain lease- 
purchase, and if we can improve it by amendments to make it more 
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workable, I think we should do that. And, of course, it requires ex- 
tension of the law to be retained. 

Mr. Aucuincioss. Thank you very much, Mr. Chairman. 

Mr. Jones. Mr. Fallon. 

Mr. Fation. Mr. Floete, I notice that lease-purchase project No. 83 
was stricken off the list. That is the United States Geological Survey 
Building. Is that the same item that is in the Interior budget today? 

Mr. FLoxtrr. Well, I understood that it was. But I do not know 
that. definitely. 

Mr. Fauuon. Well, there is a Geological Survey Building that 
received an appropriation today, just passed about an hour ago. 

Mr. Fiorrse. The Senate qualified its approval of that requiring 
that it be located within the city of Washington, 

Mr. Fauion. Under a direct appropriation? 

Mr. Fiorrs. No, sir, lease-purchase. 

Mr. Fauion. Mr. Floete, one other question. I understand that 
there was a news item that the release was given to suspend the 
lease-purchase program indefinitely, that there was also a statement 
made that 66 projects, that you would go ahead with the selection of 
land and plans and designs; is that so? 

Mr. FLorrs. To the extent of the money we have, yes, sir. 

Mr. Fatuon. And there are 66 projects? 

Mr. Fiozrn. No; 48, so far as the GSA is concerned. 

Mr. Fation. Could the committee have a list of the projects that 
you plan to go ahead with on the site and design? 

Mr. Fiozre. Yes, sir. 

Mr. Fauton. That is all, Mr. Chairman. 

Mr. Jonrs. Mr. Scudder. 

Mr. ScupprEr. Mr. Chairman, I would like to ask about this Atlanta 
project where some $9,206,000 was involved and the package deal 
was $11,665,000, and this was turned down because the interest rate 
was too high. What was it; could we get the interest rate on that 
project? 

Mr. Fiorre. Mr. Scudder, the interest rate was quoted as 4 per- 
cent, but the total amount exceeded what we had available. And, 
as you will note, it was some $2,400,000 higher than the lowest con- 
struction bid. So we could not accept it. 

Mr. Scupper. In other words, did the tex situation have anything 
to do with it? 

Mr. Fiortre. Taxes are not included as a part of the construction 
costs. 

Mr. Scupper. Included in the payment? 

Mr. Fioete. Yes, but not in the construction costs. That is a 
subsequent expense; just like interest over the period in the contract, 
it is a subsequent expense. 

Mr. Scupper. Well, it is not just like interest. It is a different 
item. What I am getting at, if the taxes were included, unless we 
had a breakdown we would not know whether the interest rate was 
too high or whether the tax bill made the overall cost excessive. 

Mr. Fiorre. The taxes are not included in the bid, sir. 

Mr. Scupper. How are the taxes brought into the payment, then? 

Mr. Fiorersr. Well, we simply pay them as another expense over 
the period of the contract. 

Mr. Scupper. Well, the information we had today was, as I under- 
stood it, quite different from that. 





PUBLIC BUILDINGS PROGRAM 55 


Mr. Fuiozre. That is a fact. 

Mr. Scupprer. They were included in the cost of the project. and 
it was said that the limitations were far exceeded. 

Mr. Fionrsz. Well, as I understand it, they were simply comparing 
the total costs over the period of the contract; that was all they were 
doing. 

Mr. Scuppsr. That is what the Government is interested in, is it 
not, the total cost over the period of time? 

Mr. Froretn. Well, certainly. 

Mr. ScuppgErR. Then we would have to know beforehand what the 
taxes were going to amount to over a period of years? 

Mr. Fiorts. Well, we have a complete list of that, and we know 
there are approximately $273 million over a 25-year period, 

Mr. Scuppsr. Well, what would be the attitude, then, of your 
agency? I know; you could not be expected to speak for the other 
agencies involved, but if we were able to amend the act to require 
the elimination of taxes on property under purchase by the Govern- 
ment, then would it not make quite a difference in the overall cost of 
the projects? 

Mr. Fiorrs. It certainly would reduce the total costs for the 
period. 

Mr. Scuppsr. If we were able to eliminate the taxes, do you have 
any mformation as to whether they would withdraw their opposition 
to a half of 1 percent or 1 percent increase of interest? The Congress 
wanted to construct buildings and give accommodations to the vari- 
ous areas throughout the States that were in need of .post offices. 
And I do not believe—it was surely not my intention that we give an 
agency the right to set a maximum on what it would be. We thought 
that discretion would be used. 

But I find that our act is not what I had hoped for, that we would 
be able to get building started so that we could save money by not 
paying rentals but would be paying something on the ultimate 
acquirement of the facility. I cannot see how an agency can sa 
that a difference of a half of 1 percent or 1 percent interest has aaa 
to do with the ultimate costs to the Federal Government when you 
take into consideration the rental savings. 

Mr. Fiorrn. We asked as recently as December for an increase in 
the interest rates. 

Mr. Brown. Mr. Chairman. 

Mr. Jonxs. Just a moment; does the gentleman yield to Mr. 
Brown? 

Mr. Scupper. Surely. 

Mr. Brown. What did you ask for; an increase of half of 1 per- 
cent or 1 percent? 

Mr. FLorre. Well, we said that we thought it would take around 
5 percent to interest investors. I cannot pinpoint it any closer. It 
may be a little less; it may be a little more. 

Mr. Brown. Now, in negotiating these contracts, is it your 
opinion that an additional 1 percent would do it, or would there 
still have to be some package bids with maybe some extra charges, 
and so on? 

Mr. Fionre. Well, of course, what we get is somewhat conversa- 
tion, but we are led to believe that 5 percent would interest a good 
many people. I cannot say it authoritatively. 
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Mr. Brown. Thank you, Mr. Chairman. 

Mr. Wrieut. Mr. Chairman. 

Mr. Jones. Mr. Wright. 

Mr. Wrieur. Mr. Floete, I understand your conclusion to be, from 
the experience you have had, that the main stumbling block to the 
path of acceptable bids is the money market; is that correct? 

Mr. Fioerre. Yes, sir. I think that there is another element that 
contributes, and that is the fact that, in all these bids we have been 
talking about, our costs were estimated 2 years ago and even more 
than 2 years now. I think you are all conversant with the rise in 
construction costs since that date. So I think there is a factor in 
there of just simply increasing construction costs. 

Mr. Wrieur. But, in general, you have had better luck in getting 
acceptable construction bids than you have had in securing acceptable 
financing? 

Mr. Fiorts. That is true. 

Mr. Wrieut. Would you say the Government has been a victim 
of its own hard-money policy? 

Mr. Fiorre. I would say so. 

Mr. Wricutr. Let me ask you this other question: What are the 
criteria that you use in your agency in determining a priority for the 
beginning of work on these buildings? I notice you included Council 
Bluffs and Atlanta, Albuquerque, Burlington, Green Bay, Huntington, 
Kansas City. How do you go about deciding which ones to try to 
get some bids on and get built first? 

Mr. F.iorrs. Obviously, the projects shown on exhibit A, of which 
there are 26, were passed 2 years ago, and that is where we started. 
We have got all of those 26 underway. 

And then on the next 25, generally if we had places where we 
owned the sites, we said, we will take that one in; and that was an 
obvious thing to do, I think. 

Then the others just followed, as there was no discussion about 
the sites, no disputes, and we did not have a regular plan of picking 
out one or the other from the group. 

Mr. Wrieut. There has not been any conscious or, as far as you 
know, unconscious effort to favor large communities over small ones, 
or vice versa? It has just been a matter of which ones were approved 
first, which ones you could secure sites for at a relatively earlier date, 
and so forth? 

Mr. Fuioere. I think, as a matter of fact, the big majority are in 
the smaller communities, those that we have gone ahead on. 

Mr. Scuerer. The what, sir? 

Mr. Fiorrse. The biggest majority are in the smaller areas. 

Mr. Scuerer. That you have eliminated or selected? 

Mr. Fioere. Selected. That is partially due to the fact that in 
so many of those smaller communities we have owned the situs. It 
goes back—I do not know how far it goes back. 

Mr. Wricur. Excuse me. Did you want 





Mr. Scherer. Excuse me. I just did not understand. I will wait. 
Mr. Wricnur. Did I understand you correctly that you think this 
program should be extended with certain amendments to make it 
more workable, rather than dropping it in favor of a new program? 
Mr. Fiozre. Yes, sir. I think that would be appropriate. 
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Mr. Wricur. What amendments would you think could put it in 
shape and make it work? 

Mr. Fionre. Well, Mr. Chairman, I referred in my letter to one 
of them which I think is a desirable thing in any construction bill, 
whether by direct appropriation or lease-purchase, and I suggested it 
for H. R. 4660. We would suggest the same thing for an amendment 
to the lease-purchase act; that is, give us some discretionary authority 
to go above the maximum amount, which now binds us to a cost, in 
many of these cases, established 2 years ago. Such administrative 
latitude is customary, I believe, in the military authorization bills, 
and I suggest that would be a good thing for our construction authori- 
zations. 

Mr. McGregor. Will the gentleman yield? 

Mr. Wricur. Yes, sir. 

Mr. McGregor. Mr. Floete, if my memory serves me correctly, 
when we were passing Public Law 519, the lease-purchase bill, I think 
the member from Ohio and at least one other member brought out 
this point, that in the passage of this lease-purchase bill we were not 
in any way interfering with the then existing law relative to direct 
appropriations or authorizations for the construction of the post 
offices or Federal buildings; by the passage of the Lease-Purchase Act 
we were simply giving another way, another means, another vehicle 
by which Federal buildings could be constructed. Would that be your 
interpretation of it? Have we in any way interfered with the existing 
law that would grant permission to give an authorization or a con- 
struction of a Federal building by the passage of this Lease-Purchase 
Act? 

Mr. Fiorrs. No, sir. I do not think you have interfered. 

Mr. McGrecor. We have given another means by which we can 
construct, so instead of having just one way to construct Federal 
buildings, with the operation of the Lease-Purchase Act you have two 
ways. 

Mr. Fiorte. That is correct. 

Mr. McGregor. Two ways of constructing Federal buildings; 
is that not correct? 

Mr. Fiorere. Yes, sir. I think that is desirable. 

Mr. McGrecor. Thank you, Mr. Chairman, 

Mr. ScuppeErR. Will the gentleman yield? 

Mr. Jones. Mr. Wright, the gentleman from California asked you 
to yield. 

Mr. Wriacut. I am sorry, I did not know I still had the floor, Tl 
be glad to yield. 

Mr. Jones. Mr. Scudder. 

Mr. Scupper. I would like to direct this question to Mr. Floete. 
Is there a precedent in the law for a local community to forego taxes 
op property not held in fee but in use by the Federal Government? 
In other words, in a purchase is there any precedent for a contract, 
such as this being given tax-free exemption by the local communities 
during the purchase period? 

Mr. Fioere. Well, I cannot say generally. I am quite positive, 
however, that there are States where taxing authorities are forbidden 
from giving any preferential treatment. I think that is true in New 
York, for instance. I do not know how many others. 
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Mr. Scupper. Well, there are cities and counties; I imagine States 
also, that collect ad valorem tax; but most surely counties and cities 
do have the right to grant an exemption to industry; in fact, many 
States 

Mr. Fiorte. Yes. 

Mr. Scupper (continuing). As an inducement to attract industry 
to their States, have given them legislative exemption against local 
taxes. 

Now, it seems to me that an amendment such as referred to would 
make this act much more workable, because if the money is appro- 
priated by the Federal Government for the construction of a building 
in a city designated as “‘A’’ and over here in “B” there is a lease- 
purchase, well, one area is benefitting at the expense of another area 
where the building is constructed strictly with appropriated Federal 
money. If a community that desires a post office or a Federal build- 
ing would be in a position to forego the tax there would be a much 
better chance of more equitable distribution of Federal participation 
for this type of construction. 

Now, do you believe that we could draft a constitutional amend- 
ment to do that, to accomplish that result? 

Mr. Fioxrre. Well, sir, no doubt that was inserted by the Congress 
for reasons of policy; I do not believe it was an original suggestion of 
the GSA; although I was not here. But 1 have always understood 
that the Congress did that. 

Mr. Scupprr. Well, you are right there, I am sure, because it did 
seem to be a good policy to follow. But now when we come into com- 
petition against appropriated moneys and in the finished product sold 
to the Federal Government, there is quite a differential in the costs, 
and I believe that we should try to eliminate the differential that 
presently exists, as it hampers the possibility of getting construction 
under the present law. 

Mr. McGrecor. Will the gentleman yield? 

Mr. Scupper. Yes. 

Mr. McGrecor. I would just like to add a little emphasis from the 
statement I made, and I am reading from Public Law 591 of the 
Congress, H. R. 642, and I refer to page 4, section 102, and I quote 
the law: 

It is not the intention of the Congress that the program authorized by this title 
shall constitute a substitute for, or a replacement of, any program for the con- 
struction by the United States of such structures as may be required from time 
to time by the Federal Government. 

That is just adding emphasis to what I had suggested and it is in 
the law, Public Law 591. 

Thank you. 

Mr. Jones. Any further questions? Mr. Scudder? 

Mr. McGreecor. Mr. Chairman. 

Mr. Jones. Mr. McGregor. 

Mr. McGrecor. Mr. Floete, it is my understanding from your 
testimony that the GSA is opposed to the first section of this bill 
which would repeal the lease-purchase arrangement, Public Law 591? 
Is that correct? 

Mr. Fioere. Yes, sir. We think we should have two methods. 

Mr. McGregor. Then also you are endorsing the second section of 
the bill which would provide for the authorization of appropriation 
to the bidding under half dollars to carry out the purchase? 








PUBLIC BUILDINGS PROGRAM 59 


Mr. Fioere. Well, sir, our letter addressed to Mr. Buckley states 
this: 


We are not— 


Is it all right for me to read it, Mr. Chairman? 

Mr. Jones. Yes, sir. You may proceed. 

Mr. Fioerte (reading): 

We are not prepared at this time to take a position on the question of whether 
the authorization provided for in section 4 is necessary as a matter of law. If 
such an authorization is necessary to provide a method other than lease purchase 
for constructing Federal buildings, we would support it. 

Now it is a technical question that I do not pretend to know the 
answer to. I do not know. I have had our attorneys working on it 
and they say it may be a parliamentary question. 

Mr. McGrecor. Where do they figure the bidding on the half 
dollars came from during the period; is that some estimate of the 
probable cost of the new buildings? 

Mr. Fuioere. I cannot answer that, sir. 

Mr. McGrecor. There has been considerable discussion here, Mr. 
Floete, of the tax matter. Would the GSA be opposed to the removal 
of the tax provision in the lease-purchase bill, provided that is legally 
possible? 

Mr. Fiorte. Well, I would say “No; 
That is a matter for Congress to decide. 

Mr. McGrecor. The testimony this morning was that there would 
be—the cost would be $273 million plus interest upon it and there 
would be considerable saving if that tax item were eliminated to the 
Federal Government, would there not? 

Mr. Fioete. That is correct. 

Mr. McGrecor. Did you say awhile ago that bids had been called 
only on 10 buildings? 

Mr. Fioerer. Nine is all. 

Mr. McGrecor. And how many of those buildings were in the 
category of more than $5 million and less than $5 million? 

Mr. Fitozntr. I have got a list of them here. Two were over 
$5 million, the others under. 

Mr. McGrecor. Was there any greater difficulty; was the difficulty 
the same in the smaller communities as in the large? 

Mr. F.Lorre. Yes, sir. Just the same. In fact, on two of them 
we did not get any bid, which I still cannot understand. One of 
them was Green Bay, and the other was Charleston, W. Va. 

Mr. McGrzcor. I notice these 146 buildings which were mentioned 
in this report, that while you say there are more small communities 
listed than large ones—and that is true numerically—but in the 
matter of money practically all the money is going to the larger cities. 
I added up the figures this morning hurriedly. In 14 of the largest 
cities in the country, this bill proposes, or the projects already author- 
ized wouid give $502 million, and to all the rest of the country $221 
million. If you go down to the communities of 100,000 or more, you 
would find that 34 cities with 100,000 or more population will receive 
over 90 percent of all the money on the already-authorized projects. 
In other words, these 34 cities which contain about 15 percent of the 
Nation’s population will receive 90 percent of the money in the projects 
already authorized. 
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it would not be opposed. 
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Mr. Scuurer. Are you talking about all of the projects authorized? 

Mr. McGrecor. All of the projects, the 146. 

Mr. Fioers. Generalizing, I would say that probably that follows 
the pattern of Federal employment. For instance, in Washington or 
New York and Chicago, we have a tremendous concentration of Fed- 
eral employment. So we naturally have to think of them. 

Mr. McGrueeor. In other words, the Federal employment in the 
country is concentrated in 15 percent of the communities; the 34 
largest communities have 85 percent of the employment? 

Mr. Fiorets. Of course, 38 percent of all Federal employees are 
concentrated here in Washington. 

Mr. Jonges. Mr. Mack? Mr. Fallon? Mr. Dooley? 

Mr. Dootey. I have no questions. 

Mr. Jones. Mrs. Blitch? Mr. Scherer? 

Mr. Scuerer. Mr. Floete, you said that in some of the cities in 
which these projects have already been authorized the Federal Gov- 
ernment owned the site for quite some time, is that right? 

Mr. Fuioete. Yes, sir. 

Mr. Scurerer. Now under the lease-purchase plan, in determining 
the cost of a structure, did you include the reasonable value of that 
site which you already own? 

Mr. Fioere. As I understand it, in the 26 that were approved 3 
years ago in most cases the original cost to the Government was 
included in the total amount that you authorized. 

Mr. Scuerer. Now if you were building that building under direct 
appropriations, then since the Government already owned the site 
you would not include the site in the cost, would you? 

Mr. Fuioete. No, sir. 

Mr. Scuerer. But in every case where somebody takes advantage 
of the provisions of the lease-purchase law they would naturally 
have to include in the cost of the building the reasonable value of the 
site or the original cost of the site to the Government? 

Mr. Fiortre. No. No, we would simply, if we owned it and we put 
in a figure of, say $100,000 as a part of the total approved cost from 
Congress, that would have no effect on the amount of the construction 
cost. 

Mr. Scuerer. Not on the construction cost. But would it not be 
considered—let us look at No. 14, Kansas City, Kans., post office and 
courthouse; it is page 2. Your total cost is $4,540,000. That is 
under the lease-purchase legislation, is it not? 

Mr. Fioers. I do not find your figure of $5 million. 

Mr. Scurerrer. You maybe have a different memorandum than I 
have. I believe your assistant has the memorandum there, Mr. 
Floete, that I am looking at. 

On page 2 of the memorandum that your assistant has, project No. 
14, Kansas City, Kans. 

Mr. Fiortr. That does not agree with what GSA figures. Our 
figure was $2,393,303. 

Mr. Scuerer. They have got $4 million on here. 

Mr. Fuoete. Well, that is not our computation. 

Mr. McConrne. It may be a post-office facility ——— 

Mr. Fiorrs. It may be some addition to this. 

Mr. Scuerer. That is the courthouse and post office, Kansas City, 
Kans. 
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Mr. McConrue. There may be a post office there. 

Mr. Scuerer. What one are you ries at, Mr. Floete? 

Mr. Fiorte. Kansas City, Kans. 

Mr. Scuerer. Yes; I see it on this other exhibit. I have two 
figures then; which one is correct? 

Mr. Fuoretsr. Well, ours is exhibit A. I hope it is correct. 

Mr. Scurrer. Where did we get this one that shows the cost down 
to the dollar? 

Mr. Wrieur. It has the post-office project in there, apparently. 

Mr. Scurrer. Well, it says, ‘Post office and courthouse.” That 
would be all in one building; would it not? 

Mr. Fiogere. Well, sir, 1 know nothing about the other figure. 

Mr. Scuerer. Your exhibit A also shows ‘‘post office and court- 
house.” If the Bureau of the Budget has used these figures and these 
are actually the figures, there is that difference in there. 

Mr. Jones. Well, I presume the figures in the committee’s print 
were taken from the prospectus. If they are in error it has not been 
apparent. 

Mr. Fioxrre. I just noticed that Atlanta, Ga., is the same on both 
lists. I am sure that ours is correct. 

Mr. Scuerer. All right. Let us assume, then, that your exhibit 
A figure, $2,393,000, is correct. I understood in Kansas City that 
the Government has owned that site for quite some time, is that 
right? 

Mr. Fiortrre. Yes. That was a Government-owned site. 

Mr. Scurerer. Now is the reasonable value of that site or the 
original cost of that site to the Government included in the $2,393,000? 

Mr. Fiorre. I cannot answer offhand specifically on that. That 
was the general policy 2 years ago to include it. 

Mr. Scuerer. I do not follow it. What was the general policy 
2 years ago? 

Mr. F.Loere. To include in the overall costs which you approved, 
the cost to the Government of the site which it owned; the original cost. 

Mr. Scuerer. Now, I believe you said before there were 48 of these 
cities for which authorizations had been granted that were selected 
to go forward with planning and acquisition of sites? 

Mr. Froete. There are 51 for which we have gone forward with 
both sites and planning. There are 48 of our projects for which we 
are unable to go forward at this time. 

Mr. Scuerer. Are there any in that 51 in which sites have not 
been acquired? 

Mr. Fiorter. No, sir. 

Mr. Scuerer. You have acquired sites in all of them? 

Mr. Fiorre. Well, they may be in process of condemnation or 
something; but we have started action on all of the 51. 

Mr. Scurerer. And you have selected the sites in all of the 51? 

Mr. Fioere. Yes, sir. 

Mr. Scuerer. Sites have been selected? 

Mr. Fioete. Yes, sir. 

Mr. Scurerer. Now may I ask you a question; is it a matter of 
policy of General Services Administration when, in the process of 
selecting a site in a municipality, to consult with the local officials or 
ask for recommendations from the local officials? 
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Mr. Fioerre. I think the law itself suggests that we should do that, 
and we have done it. Every case is different. You cannot apply 
one rule across the board. But we have been very careful to consult 
with various officials. In many cases there was unanimity of opinion. 
Of course, in some cases we owned the site. So the problem is different 
in practically every town. But we have felt that we should consult 
with the officials and we have done so. 

Mr. Scuerer. And do you take the initiative in approaching the 
executive head of the city, or does the obligation rest upon the execu- 
tive head or council or mayor of a city to approach you after it is 
indicated that you are going to make a selection of a site? 

Mr. Fiorets. Well, if he is a good salesman, he approaches us. But 
there have been cases where it has worked both ways. 

Mr. Scuerer. But you say there are a number of cities, however, 
in, say, these 51, where you have requested recommendations from the 
local public officials as to a site? 

Mr. Fioets. We are in constant discussion or correspondence with 
a good many places. 

Mr. Scuerer. And that has happened in connection with 1 or 
more of the 51 cities? 

Mr. Fioete. And also with the remaining cities. 

Mr. Scuerer. And also with those that are not in——- 

Mr. Fuioete. Yes, sir. 

Mr. Scuerer. And the policy works both ways; either you initially 
take the action and go forward and talk to the city officials— 

Mr. Fiogre. It works both ways. 

Mr. Scuerer. And ask for a recommendation or they come to you 
and suggest sites; is that right? 

Mr. Fiorrez. That is right. 

Mr. Scuerer. In some cities the city officials cannot get together 
on the selection of a site? 

Mr. Fiorte. That is entirely true. 

Mr. Scuerer. And then you go in and make a selection that you 
think best? 

Mr. Fiorrer. And hope we are wiser than Solomon. 

Mr. Jones. Mr. Floete, how much have you expended up to the 
present time under the Lease-Purchase Act? 

Mr. Fiortrz. Twenty million dollars. 

Mr. Jonzrs. And how much of that $20 million has been invested 
in site acquisitions? 

Mr. Fuioxrs. I am sure I have got it here, Mr. Chairman, if |] 
can find it. 

Mr. Jonges. Well, you can furnish that for the record. 

Mr. Fiorre. Yes, sir. I can furnish that. I think I have it, but 
I cannot turn to it immediately. 

Mr. Jonrs. Now, will you also furnish for the record the site 
acquisitions and the amount that you have expended on plans and the 
names of the architectural firms with which you have executed con- 
tracts or agreements to draw up and make plans of these Federal 
buildings? 

Mr. Forte. Yes, sir. 

Mr. Jones. Now, Mr. Floete, as I understand it, the delay in 
executing contracts for lease-purchase agreements has been principally 
due to the fact that you have been held to a 4-percent interest rate; 
is that correct, sir? 
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Mr. Friorte. Well, I think that is a strong contributing factor. 

Mr. Jones. What other factors are involved? 

Mr. Forte. Well, in some instances the estimates made 2 years 
ago are below the present bids. However, we have got other cases 
where we were well within the limit. I do feel, however, that general 
construction costs ought to be increased 10 or 12 or 15 percent. 

Mr. Jones. Yes. Well, I intend to cover that in just one moment. 

How many bids have been submitted to GSA for construction costs 
at 4 percent? 

Mr. Fiorte. We have advertised for 9 jobs at 4 percent. 

Mr. Jones. At 4 percent? 

Mr. Fioerse. As a maximum rate. 

Mr. Jones. Have you had any bid at 4 percent up to now; you 
have not had any bids at 4 percent, is that correct? 

Mr. Fuorte. No, sir. They have all bid at 4 percent, but there 
was always a figure which appeared in the total construction costs 
that unquestionably took care of their added expense above 4 percent. 

Mr. Jones. Now I am speaking entirely on interest rates. As I 
understood your statement, your prepared statement, that you had 
gone to the Treasury Department and asked for an increase in the 
interest rate in order to excite greater biddings by the contractors 
and the furnishers of money to engage in this type of construction, is 
that correct? 

Mr. Fiorere. That is right. 

Mr. Jones. So you attribute the fact that you have not had suc- 
cessful bids to the fact that 4 percent has not been eo lent encourage- 
ment for the investors to invest their money in a lease-purchase 
investment? 

Mr. Fiorre. That is an undeniably strong factor, yes," sir. 

Mr. Jonzs. In other words, you would not have gone and asked the 
Treasury Department to raise the interest rate to 5 percent otherwise? 

Mr. Fiorrer. Yes. 

Mr. Jones. Have you had an answer from the Treasury Depart- 
ment to your request for raising the interest rate 5 percent? 

Mr. Fiorre. Yes, sir. 

Mr. Jonres. And what was that answer? 

Mr. Fiorrs. It was denied. 

Mr. Jones. It wasdenied. Do you think that that was a sound and 
prudent decision on the part of the Treasury to hold down the interest- 
rate cost to 4 percent? 

Mr. Fiorre. Well, I cannot speak for the Treasury Department. 

Mr. Jones. I understand, but I am asking you now. 

Mr. Fioere. I think that they have a problem that we do not have, 
because they have to consider the effect of any increase in a program 
of this kind. 

Mr. Jones. | appreciate their problem. But I am asking you as a 
good businessman, and you have had considerable experience in the 
business world, and I am quite sure nobody comes before this com- 
mittee who has any better business acumen than you, Mr. Floete, so I 
will ask your opinion. 

Do you think it was wise and prudent to keep the cost of the interest 
rate at 4 percent? 

Mr. Fiogrte. Well, looking at it from our point of view to make 
this program work, I, of course, would not have made the request if 
I did not believe it should be granted. 
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Mr. Jones. In other words, you are for 5 percent interest if it 
costs that much to get the show on the road? 

Mr. Fiorre. Well, Mr. Jones, I am in a kind of dilemma, because 
I do not think the Government should pay too much interest. I 
think there is a limit. Now, I think, on the other hand 

Mr. Jones. Where is that proper limit? 

Mr. Fiortre. That is a tough one. I think that as the general 
money market goes up, why, probably we have to pay that; and I 
think that 4 percent does not represent a proper analysis of the 
present demands for money. 

Mr. Jones. Well, suppose you did not get any 5-percent money; 
there is a further justification to excite interest, even greater interest 
and more competition if you raise the interest rate to 6 percent. . 
Would you oppose that? 

Mr. Fuiorrs. Looking at it from the Government point of view, 
I think that is too much. 

Mr. Jones. That is too much. 

Mr. Fuiorre. I am speaking as a taxpayer there. 

Mr. Jones. Somewhere between 5 and 6 percent, then, is a reason- 
able figure, in your opinion? 

Mr. Fioern. Well, I would say something around 5 percent. 

Mr. Jones. Well, I do not know; you have already asked the 
Treasury 

Mr. McGregor. Would you yield, Mr. Chairman? 

Mr. Jonzs. Yes, sir. I believe I have to. 

Mr. Avucutnctoss. Mr. Floete, is it not fair to say that in an effort 
to stimulate money for the building construction affiliate it might be 
necessary to raise your interest rate to 5 or 5% percent; but in answer 
to the question of the chairman about whether the Treasury Depart- 
ment is correct or right in limiting this rate of interest, you must con- 
sider that the Treasury Department was not only thinking about the 
question of building, construction of buildings, but many other things 
having to do with inflation? 

Mr. Fiogrts. Surely. 

Mr. McGreaor. It is a highly complicated matter. 

Mr. Scuzerer. Will the gentleman yield? 

Mr. McGreeor. I think it is a highly difficult thing to attempt, 
and I think you did answer the question without attempting to criti- 
cize the Treasury Department. 

Mr. Fuiorrs. I certainly did not intend in any way to criticize the 
Treasury Department, sir. 

Mr. Jonzs. I will sav that I was not intending or attempting to 
elicit from you any criticism of the Treasury Department. I was 
trying to gain from you your good judgment as to what would be a 
reasonable interest rate. 

Now. the gentleman from Ohio. I yield to you. 

Mr. Scuerzr. I was going to say that the 4 percent was evidently 
fixed quite a few months ago, was it not, by the Treasury Department? 

Mr. Jones. Yes. Well, that is understood. 

Mr. Fioere. It has been a factor. 

Mr. Scuerer. Well, in the “tight money” situation it has devel- 
oped rapidly in the last few months when said 4 percent was fixed. 

Mr. Jones. Oh, yes, I certainly agree with that, because if the 
gentleman would recall, the original testimony given before the 
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committee, it was thought that money could be obtained for approxi- 
mately 3 percent. And of course at that time nobody here could 
foresee that there would be an increased interest rate. 

Now that is not the problem that we can say that. our “om 
always is a lot better than our foresight. Now our question is that 
we have got this high interest rate; what shall we do about it now? 
That is the question. 

Now Mr. Floete. 

Mr. Fiorre. Mr. Chairman, may I—— 

Mr. Jonzs. Yes, sir. 

Mr. Fiorrer. I do not think you can ever compare 2 sets of figures 
without difficulty, but we have computed the additional cost of 
financing over 4 different periods—10, 15, 20, and 25 years, to com- 
pare what it would cost by direct appropriation charging 3-percent 
interest, and then 4 and 5 percent by lease-purchase. We have 
used the same figure that was used this morning of $273 million for 
taxes over the 25-year period; and on that basis we get a difference 
in the actual interest that would be paid of $96 million. That is 
the difference between 3 and 4 percent interest. 

The difference between 3 and 4% percent would be $115 million. 
The difference between 3 and 5 percent would be $206 million. 

Now, that is the way we figured it. 

Mr. Jones. That is the interest rate only? 

Mr. Fioere. That is the interest rate and over the 25-year period. 
Of course, the shorter we make the contract the less interest we have 
to pay and the less taxes we pay. 

Mr. Jongs. Yes, sir. Fine. 

Now, Mr. Floete, there has been some discussion as to increased 
cost of these projects due to the lapse of time between their authoriza- 
tion and the construction or bids. What would you say has been the 
increased costs in the construction? 

Mr. Fuorre. Well, there are various indices published by somefof 
the departments of Government and some of the private corporations 
which indicate that it is about 11 percent. 

Mr. Jones. In other words, the cost of these buildings have gone 
up 11 percent. 

Now, follow me for just a moment so we can examine as to why that 
the costs have gone up. Under the Lease-Purchase Act the prospectus 
was presented to the committee for its approval; is that not true,fsir? 

Mr. Fioers. Yes, sir. 

Mr. Jones. And after the approval of the committee,* then? the 
General Services Administration would arrange with dispatch{and put 
that project out for bids; is that not true, sir? 

Mr. FLoerts. As soon as we acquire the site and the plans. 

Mr. Jones. As soon as you acquire the site. And in the instances 
where the sites were already acquired, that was not an element of 
delay? 

Mr. Fiorter. Then you only have the architect-engineers. 

Mr. Jones. Architect-engineers. Now, what is the normal lapse 
of time from the time that the project is approved until you consum- 
mate a contract for the construction of that project,provided, of 
course, that the money were available? 

Mr. Fioers. It would take about the same length of time. 

Mr. Jones. About the same length of time? 
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Mr. Fionrn. Yes. You see, because we have the money to buy 
the sites, we have the money to engage the architect; so we buy the 
site, the plans are completed, and we are then ready to take bids. 

Mr. Jongs. Yes. 

Mr. Fiorrn. Now, even though we had all the money we would 
still have to go through that process. 

Mr. Jones. Well, are you saying to the committee that these 
projects have not been delayed by virtue of the fact that you have 
not been able to get bids for them? 

Mr. Fiogts. Oh, no. You can use that up until the time you 
take bids. 

Mr. Jones. All right. What I am trying to get from you is that 
the duration of time, or the period of time, between the organization 
and the actual construction of those projects, if they are commenced 
in season, is not going to reflect a discrepancy between the prospectus 
cost and the actual cost. Is that not true? 

Mr. Fionre. I did not get that. I am sorry. 

Mr. Jonzgs. You say the cost of these projects has increased approx- 
imately 11 percent. 

Mr. Fuonrs. Yes. 

Mr. Jones. Was that increase due to the fact that the operation 
of the law itself withholds you from acting expeditiously and with 
dispatch in the matter of getting those contracts within season? 

Mr. Fiorre. I cannot see that it made any difference whether we 
had any money. It takes about a year between the time you authorize 
it and the time when we are ready to take bids. 

Mr. Jones. We have had some of these projects which were ap- 
proved as early as July 1954. Is that not correct? 

Mr. Fiorrs. I believe the earliest approval—final approval—was 
in 1955. You remember most of them were rejected, for some reason 
or other. I do not know what reason. They were sent back for fur- 
ther study and I believe you approved them in the spring of 1955. 

Mr. Jones. In the spring of 1955. Now, within 1 year you say 
would be a reasonable time for you to acquire the sites and get the 
planning work done and the contracts executed. Is that correct? 

Mr. Fiorts. I believe that should be true. 

Mr. Jonzs. All of the increased costs are not due to the inherent 
limitations in the legislation itself, but are due to the fact that you 
did not get bids on these contracts. Is that not right? 

Mr. Fuioete. Yes. If we had gotten them sooner there would be 
probably a lesser increase in the cost. 

Mr. Jones. Yes, sir. So the expectation of those who were here 
when the bill was passed, was that there would be no more than just 
a reasonable time that would elapse from the time of their authoriz- 
ing it until the General Services Administration put them under con- 
tract. Is that not correct? 

Mr. Fiorre. I am sure it was. 

Mr. Jones. You advocate the extension of this act. Is that not 
going to be the inherent difficulty you are going to face in any future 
program such as you suggest? If not, how do you expect to avoid it? 

Mr. Fiorntr. No. I think we could now proceed more rapidly. 
We have ironed out most of the difficulties. 1 suppose we took 4 or 
5 months this summer and fall to get satisfactory bidding documents. 

Mr. Jonrs. That has been going on since 1954, Mr. Floete. 
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Mr. Fuonrs. That is right. 

Mr. Jonus. The negotiations between the agency and the con- 
tractors has been going on for quite a while and up to this moment the 
great difficulty has been we could not get the agencies to work the bugs 
out of the program. Is that not so? 

Mr. Fiorrr. I know there has been too much delay. But, Mr. 
Jones, it is true, supposing we had the money today in an appropria- 
tion for a given building, we would have to go through this same pro- 
cedure. We would have to acquire the site and hire an architect and 
wait for him to complete his plans. That would take a year, let us 
say. 

Mr. Jonres. Would there not be less change in the cost of the con- 
tract over a period of 1 year than there would be for 2 years? 

Mr. Fiorre. That is right. I cannot defend that. 

Mr. Jonrs. So if we made direct appropriations it would eliminate 
the risk of having the cost of the buildings go up due to the lapse of an 
unreasonable length of time? 

Mr. Fiogrs. Yes, sir. But my point is, from now on we ought to 
be able to let these contracts with the expiration of about the same 
length of time under either method. 

Mr. Scuerer. Under any law of the magnitude of this one, when 
you are building your first buildings, would it not take perhaps an 
unusual length of time to iron out the bugs? 

Mr. Jonss. I do not know. If it takes as much time as has been 
consumed, then I do not know how we will ever get any buildings 
underway. However, you are still left with the proposition of the 
interest rate. 

Do you suggest, by way of an amendment to the Lease-Purchase 
Act, the elimination of the payment of taxes to local political sub- 
divisions? 

Mr. Forres. I do not think that has anything to do with the work- 
ing of the bill. I think that is a matter for the Congress to decide. 
I, as a taxpayer, wonder why this particular type of Federal construc- 
tion was singled out for tax, but that has nothing to do with whether 
the bill works or not. 

Mr. Jones. You agree it will reduce the cost of the program for 
those projects already approved, amounting to $714 million? It will 
reduce the price of it by $273 million. 

Mr. Fiorre. Over a 25-year period it would. 

Mr. Jonus. Yes. Mr. Floete, let me ask you this question. The 
cost of the projects that have been approved is $714 million if acquired 
our of direction appropriation, which would be cheaper than if they 
were acquired by lease-purchase, which would cost $750,594,000? 

Mr. Fiorte. I do not know where those figures came from. Com- 
paring what? 4 percent or 5 percent? 

Mr. Jongs. That is 5 percent. 

Mr. Fuioere. I have no figures on anything except General Services 
Administration projects, which total $723 million, with a construction 
cost of $643 million. Over a 25-year period you will pay $273 million 
in taxes, and our total cost for amortizing the principal and interest 
will be $1,130,000, or a total of $1,403 million. 

By direct construction at 3 percent it would cost us $923 million, so 
that is a difference of $480 million, of which $273 million is taxes. 
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Mr. Jones. That leads me to this question: Which is the cheapest 
way for the Federal Government to build this building? Under 
lease purchase, or under direct appropriation? 

Mr. Fioete. Under direct appropriation. 

Mr. Jones. Do you not think it is wise and prudent for the Federal 
Government that it make a direct appropriation rather than to be 
saddled with this additional cost that will be imposed for the purpose 
of securing these buildings? 

Mr. Fuioete. If you only had that one thing to consider, yes. 

Mr. Jones. Then you do not deny that this is a contract with the 
Federal Government and has to be paid, do you, Mr. Floete? 

Mr. Fioetr. No. You could not sell it if it were not. 

Mr. Jones. It is just as much of an obligation to pay that contrac- 
tor as it would be for the Federal Government to redeem a series E 
bond, would it not be? 

Mr. Fuioerre. I should think so. 

Mr. Jones. And every court has always held that a contract with 
the Federal Government was just as sacred and inviolate as a contract 
between two individuals. Is that not correct? 

Mr. F.iorte. That is my understanding. 

Mr. Jones. So that elementary. There is nothing new to that. 

Mr. Scuerer. Did you not leave out one factor though in that, 
which is the matter of rents we are paying? 

Mr. Jones. Well, we have not gone into the savings in rent either 
on direct appropriation or under the Lease-Purchase Act, because 
rents will accrue under direct appropriations in the same amount as 
they would under lease-purchase. Is that right, Mr. Floete? 

Mr. Fuioerte. Yes, sir. You have so many square feet to rent or to 
vuild, 

Mr. Jonzs. Mr. Floete, let me ask you one more question. You 
have been very kind and very responsive. You say in your state- 
ment that this Lease-Purchase Act will be temporarily deferred. 
How long is ‘‘temporarily’’? 

Mr. Fioerte. Frankly, sir, I cannot answer how long ‘‘temporarily”’ 
is. 

Mr. Jones. Do you think it will be 6 months from now? Is that 
what you mean by “‘temporarily’’? 

Mr. Fuioere. I just do not know. I think there are factors working 
that might make it shorter or make it longer. I do not know. 

Mr. Jones. Do you use the word ‘temporarily’? synonymously 
with the word ‘“‘indefinitely’’? 

Mr. Fioere. I do not use it—I do not intend to use it with the 
connotation of “permanent.” I mean, I do not think this is an 
attempt 

Mr. Jones. This whole thing will be suspended like the sword 
of Damocles, waiting for the time if and when the interest rate goes 
down and the inflation spiral is stopped so that we can build these 
buildings. The only reason we are suspending this program on a 
temporary basis is because it will contribute to inflation; is that not 
correct? 

Mr. Fiorter. That is the basis of it. 

Mr. Jones. Did the Treasury Department and the Bureau of the 
Budget ask that the Smithsonian Institution building costing $36 
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million be suspended because it would contribute to inflation? Or 
the CIA Building, or the Atomic Energy Commission Building or 
all of the other buildings now being or about to be constructed? Are 
they to be suspended until this inflationary period has passed? 

Mr. Fionte. Well, at that time that was not discussed. I sup- 
pose, because none of those architect contracts will be ready until 
this summer. So, actually, we never did include those in any 
discussion. 

Mr. Jones. But they were a matter of consideration for the 
Bureau of the Budget in making the request for the appropriation, 
and they should have been taken into account in considering whether 
or not they contributed to the inflation the same as lease-purchase, 
which none of them are to be constructed under because we cannot 
get anybody to bid to construct the buildings, would contribute to 
inflation. 

Mr. Fiorter. I do not think any decision was made one way or 
the other about those particular buildings for which you had already 
made appropriation. 

Mr. Jongs. Mr. Floete, what will be the total cost of the Atomic 
Energy Commission Building, the CIA Building 

Mr. Fiorre. The State Department Building. 

Mr. Jones. The State Department Building, and all of those re- 
ceiving direct appropriations? What will they cost? 

Mr. Fioers. I am relying on my recollection now. $67 million 
for the State Department; about $35 million for the Smithsonian— 

Mr. Jones. $36 million. 

Mr. Fiorre. About $40 million and some for CIA; and, I think 
the Atomic Energy Building was $10 million. 

Mr. Jonzs. In excess of $350 million; are they not? 

Mr. Fiorre. About $150 million I think. 

Mr. Jones. About $150 million. For your information the Smith- 
sonian Institution is coming up here and asking for $12 million more 
because it will take $48 million instead of $36 million. Surely the 
construction of those buildings must contribute to inflation, if these 
buildings do under lease-purchase, because all told, outside of the 
5 ag of Columbia they amount to just around a half a billion 

ollars. 

Mr. Forte. Well, that is probably true, unless there are peculiar 
circumstances that make it unwise not to continue it. Really, these 
were not discussed at all by anybody. 

Mr. Jones. We are discontinuing the lease-purchase operation be- 
cause it contributes to inflation. By the same token will not site 
acquisitions and planning expenditures contribute to inflation because 
they will not be used in season? Because we have to await the time 
when the inflation has passed beyond us. 

Mr. Fuioere. It is a matter of degree, I guess. 

Mr. Jones. Then we go back again to the meaning of the word 
“temporarily”; do we not? 

Mr. Fuonrre. Yes. 

Mr. Jonus. And how long “temporarily” will last. Do you think 
that the program of direct appropriations can be carried out more 
expeditiously than can the lease-purchase arrangements? 
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Mr. Fiorrs. You are disregarding the money market; is that right? 

Mr. Jonzs. No, sir. I am certainly not, because that is part of 
Public Law 519. That is what we have here for discussion. 

Mr. Fiorre. I would feel if we had 5 percent money that we prob- 
ably could get sufficient financial interests, and I would hope we could 
get sufficient construction interests so that we would get competition 
for these buildings. I would hope that. 

Mr. Jones. Do you not think that is going to create an uncon- 
scionable cost for these buildings at 5 percent when they could be 
acquired at a direct appropriation of $714 million and at 5 percent 
interest it would come to $1% billion? Would you not rather have 
2 buildings instead of 1 if you can get them at the same price? 

Mr. Fiorrts. I think the present interest rates the Government 
is having to pay is averaging what? Between 3% and 3% percent. 
So we are talking about a lora 1% percent added interest because the 
paper is not quite as salable. 

Mr. Jonus. If we go to 5 percent do you not think that is going to 
create greater inflation by increasing the interest rate? 

Mr. FLorre. Yes; but I think we » have to follow the market, what- 
ever it is. Maybe we are in a permanently higher money market. I 
do not know. I am alarmed to see high interest rates. 

Mr. Jones. Would you think it is pretty good business for the 
Government to try to acquire these buildings if they can acquire them, 
at the cheapest rate to the taxpayers of this country? 

Mr. Fuorre. Yes; but I think you have to take into account our 
huge public debt and those other factors that are not directly part of 
this program. 

Mr. Jones. If we are going to take that into account should we not 
discontinue all of the programs of construction of Federal buildings? 

Mr. Fiorere. That would seem logical to me. 

Mr. Jones. Yes, sir. Any further questions? 

Mr. Scupper. Mr. Chairman, we are talking about what might be 
the need for the added interest charge. I think the very limit we 
have to consider here will not exceed Li percent. Is the necessity for 
these buildings great enough to warrant more than we thought we 
could get this money for previously. We were wrong in thinking we 
could get money for 3% percent, maybe 4 percent. We are talking 
about 1% percent increase here. Since we enacted this law, banks 
have increased interest on savings accounts from 1 to 1% percent. 
We must think in higher interest rates. 

I think we could amend the bill to take care of the tax feature and 
come out with a lesser Federal cost than we would have if the bill had 
worked as written, because the tax feature would more than offset 
the 1% percent. 

Mr. JONES. Yes; but the interest rate does not increase or diminish 
the urgency of the proposition. It comes back to the cold figures as 
to what this program is going to cost, at 3, 3%, 4, or 5 percent, or, if 
there is justification for the urgency, 6 percent. There is some stage 
of the game where we ought to realize the urgency and reconcile it 
to good, sound fiscal management on the part of the Government. 
Are there any further questions? 

Mr. Aucuincioss. May I make one further observation? First 
of all I think you have been very fair in your questioning and very 
searching. I did not realize what a great economist you are. 
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I would like to make this observation: We are here contemplating 
and are underway on and working on the construction of a great new 
office building. I happen to be on the Building Commission that 
has something to do with that and, as a matter of fact, everything 

to do with that. We have been working now for about a year and a 
half on the plans and the changes that have been made not only in 
the new office building, but in the changes in these buildings we have. 

There are so many complications that come up and there are so 
many questions to be decided, that the element of time is a great 
factor and it takes a lot of time to reach the decisions. It makes no 
difference whether you are going to have the money handed to you 
by Uncle Sam or you have to go out and negotiate for it under the 
lease-purchase, 

There are many complications which take up time and delay these 
projects. In the meantime the power of the inflation machinery may 
be still working in other instances, which do not make the proposition 
any easier to face. 

[ would just like to call that to your attention. I think perhaps it 
is worthwhile at this time. Thank you. 

Mrs. Burren. Mr. Chairman. 

Mr. Jones. Mrs. Blitch. 

Mrs. Burren. I would like to ask, Why does there have to be any 
limitation on the interest rate? 

Mr. Scuerer. Ask Mr. Jones. 

Mr. Jones. You will have to ask that question of them downtown. 

Mrs. Buiren. It seems to me if all limitation were removed from 
interest rates then money would be in a really competitive market 
market and there would be real competition among lenders and you 
could stand some chance of getting this money, perhaps for even 
lower than 4 percent. 

Certainly, with our Government obligations being of the character 
they are, it seems to me that if there were no limitation at all it might 
accomplish the purpose. If you make it 4 percent then your money- 
lenders are going to work from that up. If you make it 5 percent they 
will work from 5 percent up. So it seems to me that instead of talking 
about increasing the limitation it is better to take off any limitation. 

Mr. Brown. I have an instance in mind of the Government in 
Cincinnati, Ohio, which may be a poor example. However, in many 
cities today the Government does lease space for use as a Federal 
office building, does it not? Just general space? 

Mr. Fiorte. Yes, sir. 

Mr. Brown. That is called a Government lease program, is it not? 

Mr. Fiorre. Yes. That is right. 

Mr. Brown. Direct appropriation of buildings would be a direct- 
purchase program. Is that right? 

Mr. Fiorre. That would be direct purchase. Yes. 

Mr. Brown. In the Government leasing operation at present, the 
Government has no plans to and does not want to acquire title to 
those buildings. Is that correct? 

Mr. Fiorerr. That has been the policy. Yes. 

Mr. Brown. Is it a correct statement to say that the purpose of 
this so-called lease-purchase arrangement was that investors would 
provide the Government with space to the Government’s specifica- 
tions, and so forth, for utilization over a period of 25 years, and then 
at the end of that time the Government would acquire title. 
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Mr. Fuorre. That is right. 

Mr. Brown. Is this a fair statement: Maybe this should be called 
an installment-purchase program instead of a lease-purchase program, 
because, generally, under leasing, as you say, the Government has 
no intention of acquiring title. Is that right? 

Mr. Fiorre. It seems to me you can call it a purchase contract. 

Mr. Brown. That is a better term. A purchase contract. Under 
that contract is it not a fair statement that this is just another way 
for the Government to borrow money to build a building? 

Mr. Froerre. I think so. 

Mr. Brown. If you had an ample line of credit, what real purpose 
would you, as a businessman, have in borrowing money under some- 
thing called a purchase contract, at 5 percent, when you could borrow 
it under a bonded indebtedness for 3-percent interest? Would you 
do that as a businessman? 

Mr. Fioere. No; I would not, but if I had a large amount of debts 
I might very well do it. 

Mr. Brown. Let us back up and take another look at it. In- 
directly, is it not just as much a part of the Government’s indebted- 
ness under whatever name you call it? 

Mr. Fioere. Well, I believe it is not so construed. Is that right? 
It is not construed that this is a part of the national debt. 

Mr. Brown. In other words, an investor who provides the money 
for this installment purchase, or purchase-contract agreement, runs 
the risk, does he, of having the Government back out of the deal some- 
where along the line? 

Mr. Fuioetr. Well, I do not understand how the decision is made. 
I did not make the decision. I suppose, of course, it is wholly con- 
tingent on appropriations from Congress from year to year. Mr. 
Brown, I cannot explain the reason for that decision, but I understand 
it is so construed. 

Mr. Brown. Let us face this. Is not the payment of interest on 
the Government’s indebtedness by the Government an appropriation 
by Congress? 

Mr. Fuorre. Yes, sir. It is. 

Mr. Brown. So what it boils down to is under one name for the 
rose we are paying, or you are asking the Government to pay, 5 per- 
cent interest, but as long as you just call it a bonded indebtedness it 
is 3 percent? Is that not what it really boils down to as far as interest 
is concerned? 

Mr. Fiorre. Yes. That is the size of it. 

Mr. Brown. In addition, by going into this installment-purchase 
contract we immediately raise the possibility that the courts might 
construe it that the Government is not the owner of the building and 
that technically the owner is the person who is the investment firm. 
Is that correct? 

Mr. Sweeney. That is correct. The law so provides. 

Mr. Brown. Now under that we might have a_constitutional 
question arise. I am asking whether we might. Might we not 
have that question arise as to whether local real-estate taxes could be 
avoided under this plan? 

Mr. Fuioere. Yes. 

Mr. Brown. So here is another factor. Is this not true? In 
addition to the added interest rate which we are paying just because 
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we call it installment purchasing instead of bonded indebtedness, we 
would also involve the Government in $273 million worth of additional 
taxes on borrowing this money to construct these buildings. Is that 
not true? 

Mr. Sweeney. That is correct. 

Mr. Brown. So, instead of paying just the difference of 2 percent 
in interest, we are paying 2 percent additional interest, and $273 
million extra in taxes. Is that not correct? 

Mr. Sweeney. That is correct. 

Mr. Brown. Now, in a business, is that not the expensive way to 
get the money, Mr. Floete? 

Mr. Fronts. I think everybody admits that lease-purchase is 
more expensive than direct appropriation. I do not believe you can 
contest that. It is a question of how much. The tax is a very 
substantial eleement, but that is not a fault of the bill itself: that does 
not make the bill unworkable. 

Mr. Brown. No. It is a fault of the plan the way it is set up. 
I mean, by its very nature it involves the local real-estate taxes, 
does it not? 

Mr. Fiorre. Yes, but it is quite outside the operation of the bill. 

Mr. Brown. So, in addition to paying all of this extra money in 
interest and taxes, which we would not have to pay, it looks as if 
we cannot get any buildings built, either. In other words, does it not 
boil down to a theory that just will not work? 

Mr. Fiorre. At the moment it will not work at 4 percent. 

Mr. Brown. Now, am I correct in this, and did I understand you 
correctly, that under the present law there is no fixed term of interest? 

Mr. Fiorre. It is merely stated as a reasonable rate. 

Mr. Brown. A reasonable rate. In other words, there is no 
necessity for any amendment to the legislation, or anything like 
that, to increase the interest rate to make these things more attrac- 
tive? 

Mr. Fuiorre. I think it is in there now. 

Mr. Brown. One other point and I am going to be finished, Mr. 
Chairman. What this thing boils down to, according to your state- 
ment I believe, Mr. Floete, is that separate bids for financing and 
construction were discontinued and the package basis was adopted; 
is that correct? 

Mr. Forte. Yes, sir. 

Mr. Brown. You gave me figures on the Atlanta project where 
you showed 6 bids ranging from $9,256,000 to $10,710,000 and then 
the package contract of $11,665,000. Is it just a statement of fact 
that the package bids run more than if we just took the money by 
direct appropriation and went out and built the building. Is that 
true? 

Mr. Fiorre. On the record it certainly is. 

Mr. Brown. So in addition to the extra interest we are paying, 
and in addition to the extra taxes, it has resulted in a package-bid 
basis also, so that we get an additional cost in the construction of the 
buildings themselves. Is that true? 

Mr. Ftorrer. Well, we do not know to what extent. I do not know 
what the difference in that $2 million on the Atlanta building was 
made up of. 

Mr. Brown. But it lays us open to the possibility, does it not, 
that we will have to pay more than just the cost of construction and 
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the interest. There might be some other charges on this package- 
bid basis? 

Mr. Fiornre. Yes. And I think there are some other charges in 
there for financing particularly. 

Mr. Brown. So does it not boil down to just a very expensive way 
to get a building, or to try to get a building? Is that right? j 

Mr. Fioere. Of course I would still hope at 5 percent we would 
not have as much put in there for a financing charge because I believe 
there will be enough people interested so that most contractors could 
get financed. 
_Mr. Brown. But would you say this is a fair statement? That if 
six contractors were invited to bid on a Federal building where the 


money was in hand and they would be paid upon completion, do you: 


think they would bid with a little sharper pencil than they would if 
they had to put up the money and run the element of risk that they 
might be involved in the difference between an installment purchase 
contract and an outright construction contract? Do you not think 
there is a chance that they might charge the top figure all the way 
along the line? . 

Mr. Fioete. I think you would get cheaper bids. 

Mr. Brown. You would get cheaper bids by direct appropriation? 

Mr. Fiorre. You would get competition. You do not have com- 
petition today. 

Mr. Brown. So all this adds up to an expensive way to try to get 
a building? 

Mr. Fioete. Well, I go back to my old statement. You can do it 
cheaper by direct appropriation. 

Mr. Brown. And the final thing is, it is an expensive way to try 
to get a building, and the net result so far is we do not get any build- 
ings either. Is that right? 

Mr. Fiorre. That seems to be the case. 

Mr. Brown. Thank you. 

Mr. Jones. Are there any further questions? 

Mr. Scupper. Just one question. Most of the bids that have been 
turned down have been on large construction. Have you differenti- 
ated on jobs of $1 million and less? I know that in the smaller com- 
munities the people have a keen interest in their post office and I 
am sure you would get bids on small jobs. Have your jobs all been 
the larger ones? 

Mr. Froerr. No. We have that list right here and can give it 
to you in just a second. I just want to show the different size of jobs 
we have had bids on. We can pick them out here and give you an 
idea—Atlanta, $12,330,000; Rock Island, $2 million; Burlington, 
Iowa, $1,329,000; Council Bluffs, lowa, $1,630,000; Abingdon, Va., 
$543,000; Huntington, W. Va., $3,298,280; Green Bay, Wis., 
$1,615,000. 

I think that is it. 

Mr. Scupprer. You did get bids on those buildings. Is that cor- 
rect? 

Mr. Fioetrr. And Albuquerque, N. Mex., $6,227,000. 

Mr. Scupper. What I had in mind was this—and maybe you 
misunderstood my question or I did not make myself clear—what I 
had in mind was projects under $1 million, post offices in some of the 








PUBLIC BUILDINGS PROGRAM 75 


smaller communities that would cost up to $1 million, it seems to me 
that local pride could result in the banks in the area providing the 
funds for the construction of these buildings. As you get into larger 
figures you are dealing in high finance. 

I wanted to know if you had tried to get bids on the smaller projects. 

Mr. Fiorrer. That is the list that has been ready and on which we 
have taken bids. They are not the largest and they are not the 
smallest. 

Mr. Mack. This question is directed to Mr. Floete or either of his 
counsel. On page 5, section 4, it says that $1,500 million shall be 
provided for the construction of Federal buildings under the act of 
May 25, 1926. Assuming that this committee and the House and 
the Senate pass this particular section of the bill, who then would make 
the authorizations of the particular projects that come under the bill? 
Who would say what projects go into it? The House of Representa- 
tives and the Senate, or would the committees have the authority to 
make that decision by themselves? 

Mr. Fiorrer. As I understand it, the General Services Administra- 
tion would submit a list of recommended projects and the committees 
would act on it. 

Mr. Mack. Would that list of projects have to go before the House 
and Senate for their approval, or like this bill would this committee 
and the Senate committee have authority to authorize the projects 
without any further action by the Senate and the House other than 
appropriation? 

Mr. Fiorrer. As I understand the act, your committees here would 
approve it and, after you have approved it, we could ask for appro- 
priations and then we go to the Appropriations Committee. 

Mr. Mack. There would be no necessity of authorization by the 
Congress itself? 

Mr. Fiortrer. That is my understanding. 

Mr. Mack. This committee would do the authorizing. Is that 
correct? 

Mr. Fiorrs. I believe you are correct. 

Mr. Jones. The projects already approved would not have to have 
any reauthorization. 

Mr. Mack. If a new project comes up in Kokomo, Ind., for $2 
million, what then? 

Mr. Jonus. Then we approve it and then Mr. Floete goes to the 
Appropriations Committee for money to build it. 

Mr. Mack. It takes no action by the House of Representatives 
or the Senate themselves? 

Mr. Jones. No. Just the committee. The purpose of that, I 
might say to the gentleman from Washington, was to see to it that 
there was equitable distribution of projects throughout the various 
geographical areas. 

Mr. Mack. The objection I see to that is that if some Member of 
the House of Representatives has a project which he thinks is worthy 
there is no way for him to get it before the Congress of the United 
States other than getting it before this committee. Then 18 members 
of this committee make the decision as to whether he should or should 
not get his project. The 435 Members of the House of Representatives 
have no voice in it whatever. 
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Mr. Scuerer. Even when you are on this committee you may not 
get it. : 

Mr. Mack. But 18 members of this committee then have the power 
which really should belong to the 435 Members of the House. 

Mr. Wrieat. Is not WF oa under that same arrangement? 

Mr. Mack. Yes. I know lease-purchase has. 


Mr. Jones. Any further questions? Mr. Floete and Mr. McCcnihe, 
again we thank you for coming. You have been most helpful and 
most considerate. 

The committee stands adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 4:05 p. m., the subcommittee adjourned until 
10 a. m. the following day, Wednesday, February 27, 1957.) 
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WEDNESDAY, FEBRUARY 27, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON PusLic BuILDINGs AND GROUNDS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, in room 1302, 
New House Office Building, at 10:05 a. m., Hon. Robert E. Jones, 
chairman of the subcommittee, presiding. 

Mr. Jones. The committee will come to order. Our first witness 
will be Mr. Ormonde A. Kieb, the Assistant Postmaster General. 

Mr. Kieb, we are delighted to have you today. Mr. Kieb has with 


him today Mr. Barnard, and one of our old associates and colleagues, 
Mr. Abe McGregor Goff. 


STATEMENT OF ORMONDE A. KIEB, ASSISTANT POSTMASTER 
GENERAL, BUREAU OF FACILITIES; ACCOMPANIED BY ABE 
McGREGOR GOFF, GENERAL COUNSEL, AND ROLLIN D. BARNARD, 
DEPUTY ASSISTANT POSTMASTER GENERAL, POST OFFICE 
DEPARTMENT 


Mr. Gorr. I am glad to see you gentlemen. 

Mr. AucuincLoss. Mr. Chairman, I would like to say that Mr. 
Kieb is one of our most prominent constituents and so, of course, we 
understand what he says is worth while. 

Mr. Kier. Thank you for your greetings. 

Mr. Chairman and members of the committee; your committee has 
asked the Postmaster General to have representatives of his Depart- 
ment testify at your hearings on the Department’s lease-purchase 
program—title II, Public Law 519, 88d Congress, known as the Post 
Office Department Property Act of 1954—and H. R. 4660, a bill to 
repeal the Public Buildings Purchase Contract Act of 1954, to require 
certain distribution and approval of new public-building projects, 
and for other purposes. 

The Postmaster General has directed me to represent him for this 
purpose. 

I have prepared this statement and, if it meets with your approval, 
I would like to read it, as I feel it will supply you with the experience 
of the Department in its application of lease-purchase, and perhaps 
answer any of your questions regarding it. 


LEASE-PURCHASE PROGRAM 


In order for all of us to better understand the lease-purchase 
program of the Department, I would first like to give some background. 
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The Post Office Department Property Act, title II of Public Law 
519, was enacted into law in the early summer of 1954. The law 
itself sets up its purpose, and I quote from the law: 

Sec. 201. It is the purpose of this title to supplement existing provisions of law 
for the leasing of space for postal purposes by providing authorization for the 
acquisition by the Postmaster General of such space through the execution of lease- 
purchase and other agreements under which the United States will obtain immedi- 
ate use of such space and will make periodic payments, and in the case of lease- 
purchase agreements will obtain title to the property described therein. It is not 
the intention of the Congress that the program authorized by section 202 of this title 
shall constitute a substitute for or a replacement of any program for the construction 
by the United States of such structures as may be required from time to time by the 
postal service. [Italic added.]} 


Section 203 of the act provided additional authority to the Post- 
master General applying only to the Department’s straight leasing 
program and has been most helpful and effective, but I do not believe 
further discussion of that section is indicated in your request. Sec- 
tions 204, 205, 206, 207, 208, 209, and 210 were supplementary in 
character, spelling out in some detail the procedures authorized. 

Section 202 contains the basic lease- purchase provisions. 

In reviewing Section 201: Purpose, and in reviewing the committees 
and conference reports, it seemed clear that the lease-purchase tech- 
nique was merely a supplement to the leasing program—a buy-out-of- 
rent technique and not a public building construction program, nor a 
substitute therefor. In theory it provided a means by which rent 
dollars which would have to be spent to rent or lease necessary pri- 
vately owned building space for postal purposes could be used—under 
certain adv i y to provide for the 
immediate use of such space, but actually to purchase the space over 
the period of occupancy with the rental dollars applied to the purchase 
price. 

The law further provides in section 202—(g¢)—4, that with each sub- 
mission the Postmaster General shall transmit: 





A statement—that suitable space owned by the Government is not available and 
that suitable rental space is not available at a price commensurate with that to be 
afforded through the contract proposed. 

These sections clearly indicate that the intent of the law was not to 
mount a huge public building program, as such, for the purpose of 
construction alone and clearly establishes the lease-purchase tech- 
nique as one to be used as a suppleme nt—selectively and only where it 
can be justified as buying out of rent in the best interests of Govern- 
ment and the public. 

With these controlling purposes clearly established by the Congress, 
the Department issued a statement of policy outlining its method of 
procedure under this section of the law on August 4, 1954, and not 
only sent a copy to the office of the committees and to each Member 
of Congress, but also gave it circulation to the press, the public, its 
own staff and other agencies. Permit me to quote from that state- 
ment inviting your attention to certain italicized sections. 


LrasE-PurcHASE—Post Orrick DEPARTMENT Pouicy Avuaust 4, 1954 


The Department has received many inquiries as to how lease-purchase will be 
put to work immediately. As stated in the bill, zt 7s not a substitute for a Federal 
public works building program but is designed as an additional modern tool to assist 
the Post Office Department and the General Services Administration to obtain 
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urgently needed space to house Government agency activities. The following 
policy is submitted to aid you and your staff: 

Public Law 519: Lease-Purchase permits the Department to commit $3 million 
of rental funds for lease-purchase projects during the fiscal year 1955. 

The Post Office Department will use Public Law 519 during fiscal year 1955 
principally as follows: 

(1) The Department will consider first those cities or towns in which is located 
unimproved Government owned real estate which was acquired for post office use. 

(2) To determine which cities or towns shall be given priority the Depart- 
ment will be guided by— 

(a) Most urgent need for space and modern facilities. 

(b) Terminating date of leases on present postal facilities in order to avoid 
duplicate rental payments. 

(c) The available site remains suitable and adequate for postal use. 

The Appropriations Committee will determine how much of the funds appropri- 
ated for the payment of rents may be obligated for proposed projects under 
Public Law 519, in each fiscal year after fiscal year 1955. 

House Document 212 of the 83d Congress (the current list is H. Doc. 224 of the 
84th Cong.) is a very long list of those cities and towns which have been declared 
“eligible” for a Government owned and Government constructed building. It 
is issued for the information and guidance of the Congress should it reactivate 
a Federal Building program, through the appropriation of construction funds. 
There are no funds appropriated under Public Law 519. There is, therefore, 
no direct relationship between the so-called ‘‘eligible”’ list (H. Doc. 212 of the 83d 
Cong.) and Public Law 519. 

When a post office project has been approved by the Bureau of the Budget 
and the congressional committees, plans and specifications for the building will 
be prepared. All prospective bidders, reached by public advertisement, direct 
mail, etc., will be furnished a complete package including these plans and specifica- 
tions, a copy of the proposed lease-purchase contract, surveys, tonographical 
survey, bidding procedures and requirements, in order that all bidders will be 
competing on a like basis. 

The contract. to be awarded will provide for all financing, construction, etc., 
to be handled through private enterprise. The post office will occupy the prem- 
ises during the purchase contract term with title to vest in the Government at 
the end of the term. 


This is the end of quotations from our August 4, 1954, statement. 
The Department has subsequently adhered to this policy and pro- 
cedure. 

REPORT TO DATE 


Shortly after the act became law six of the projects were quickly 
estimated, submitted, and the estimates and justifications approved 
by the 2d session of the 83d Congress. 

However, the lease-purchase technique was practically unknown in 
the real estate field and certainly new to Government. It was neces- 
sary to develop the procedures and to prepare legal documents in 
proper form and have them approved or tested by other Government 
agencies as their functions were affected. We went to the Depart- 
of Labor to conform with the labor provisions of the law; to the 
Bureau of the Budget to coordinate procedures because they were 
required to approve submission estimates, certify as to administration 
policy, and at the time, they were required to approve the final 
contract; to the Comptroller General to check against the legality of 
expenditure of public funds for each of the outside services required ; 
to the Bureau of Internal Revenue to determine income-tax treatment 
of investors; and, to the General Services Administration, as coopera- 
tion between agencies, to avoid duplication and to clear any possible 
conflicts. We went to private enterprise to develop market accept- 
ability of financing, construction, bonding, and architectural and 
engineering services, as well as to our own legal and operating staffs. 
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A total of seven new contract and agreement forms had to be 
developed, prepared, and integrated with appropriate existing stand- 
ard forms and then cleared with all of the foregoing. The new lease- 
— agreement form is 8 pages long; the agreement to build, 

ease, and convey is 2 pages; the architectural and engineering contract 
is 11 pages; the letter of transmittal is 1 page; and the advertisement 
to bid is 3 pages. In addition, standard instructions had to be 
prepared and formalized before we could proceed. This time-con- 
suming, monumental task, involving many interagency and intra- 
departmental conferences, was completed in February 1956, and then 
published for public information. Subsequently two further changes 
had to be made. 

In the meantime, other projects were being studied and, where 
economically justified, were submitted with the necessary subsequent 
conferences and hearings on each project with each of the approving 
bodies. This requirement is typical of the very compiex series of 
checks and balances in the law which further complicate procedures 
and slow down the process. The procedures lack a quality of flexi- 
bility and require an impractical length of time between preliminary 
estimates and advertising for bids. All of the original 6 plus 17 other 
approved projects had to be resubmitted, because in the meantime 
construction-cost levels had moved above the estimates, with rehear- 
ings on each with each approving body. 


SUMMARY OF PROJECTS TO DATE 


Before projects are submitted to approving bodies they are checked 
by the Department first against the required criteria in the law, in- 
cluding comparison with current rentals, then against the policy 
statement of August 4, 1954. Projects must meet all of these criteria 
before submission. 

The number of projects and justifications approved by all three 
necessary approving bodies during— 

1954: 2d session, 83d Congress, as original submissions, were 
SIX. 

1955: 1st session, 84th Congress, as original submissions, were 
21. 

1956: 2d session, 84th Congress, as original submissions, were 
21; as resubmissions were 23. 

1957: Ist session, 85th Congress, none have been yet sub- 
mitted. 

Total submissions (including resubmissions), 71. 

Total approved projects, 48. These approved projects total 
about 1.4 million square feet of space; the total approved esti- 
mated maximum construction cost is just under $24 million; and 
the annual cost in lieu of rent is about $2.1 million. The projects 
are located in 48 cities in 22 States. 

Three projects approved in 1955 were resubmitted due to increased 
costs and not approved for the increases. 

One additional project was approved by the Department, Budget 
Bureau, and Senate, but not approved by the House. 

Altogether, these projects involved 75 submissions or resub- 
missions. 
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Twenty-eight architectural and engineering contracts have been 
let, of which 12 have been completed except for supervision of con- 
struction (up to the advertising stage). 

_ Of the 12 projects on which plans and specifications have been com- 
pleted, 1 has been awarded, 2 are ready for advertising, 3 are being 
advertised, and 6 are awaiting readvertising. 

The 20 remaining approved projects on which architectural and 
engineering contracts have not Saas let are being developed by the 
Department, with necessary preliminary work. The architectural 
and engineering contracts will be let within budgetary limitations. 

The Department has experienced no scarcity of qualified architects 
and engineers for this work at reasonable fees. 

The one lease-purchase contract recently awarded has not pro- 
gressed to the construction stage; however, it is expected that this 
post office will be completed before the first of next year. 

The Post Office Department, as you know, does not solicit separate 
construction bids. It prepares and offers a complete private-enter- 
prise bidders’ package as a unit which includes construction, financing, 
and ownership. 

Of the 48 approved projects, 1 has been awarded, St. Marys, Ohio. 
Three are now being advertised the first time for bids due March 15, 
1957: West Memphis, Ark.; Madison, Tenn.; and Newkirk, Okla. 

Note bids to qualify must meet the criteria of approved estimated 
ae purchase price, interest rate, and annual payment in lieu 
of rent. 

The record of advertisements and bidders follows: 

Scranton, Pa., bid twice. First time, 1 bid; not qualified within 
the required criteria. Second time, 3 bids; none qualified within the 
required criteria. 

Ontonagon, Mich., bid once. No bids. 

St. Marys, Ohio, bid twice. First time, 2 bids; none qualified within 
the required critieria. Second time, 2 bids; awarded February 12, 
1957. 

Oxford, Pa., bid twice. First time, 3 bids; none qualified within 
the required criteria. Second time, 3 bids; none qualified within the 
required criteria. 

Point Pleasant, N. J., bid twice. First time, 3 bids; none qualified 
within the required criteria. Second time, no bids. 

Garland, Tex., bid once. One bid; not qualified within the required 
criteria. 

Grand Prairie, Tex., bid once. T'wo bids; none qualified within the 
required criteria. 

In summary, we have offered 10 projects to the market in 14 ad- 
vertisments, receiving a total of 20 bids, of which 1 qualified, 2 adver- 
tisements received no bids, and 3 projects are now being advertised. 

There has been a scarcity of knowledgeable competent bidders. 
We have had many applicants for bidders’ packages during adver- 
tising. This indicates an apparent necessity for more thorough edu- 
cation in the lease-purchase method in the competitive market. 

I feel that there are funds in the market for the Post Office Depart- 
ment lease-purchase projects. Our lease-purchase operation has 
been patterened after the successful straight-leasing operation of the 
Department, for which there is no apparent scarcity of funds nor 
competitive bidders. There is, apparently, a need to further explain 
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the investment quality of lease-purchase to local potential lenders. 
At the moment the new and complicated lease-purchase procedures 
have not encouraged small investors to become interested, while 
lease-purchase investments are in competition for financial support 
with many well understood, traditional, and more lucrative invest- 
ment opportunities. The involved procedures required by the act 
and the lack of understanding of the application of the technique 
have accented the need for education, which time alone can provide. 

There are only three Post Office Department projects, exceeding 
half a million dollars. None of these are yet ready for bid. The 
smaller projects, averaging $170,000 each, spread around the country 
geographically, do not attract the highly skilled, knowledgeable, large 
investors and bidders. It will take several successful bids and more 
time to educate the smaller, scattered investors in such an uncommon, 
new, and different technique in the real-estate-investment field. The 
committee is probably interested in an objective analysis of the prob- 
lems which have presented themselves to us in the administration of 
the present law. I want to point out there is nothing critical here, 
but it is purely an objective analysis. 

The Post Office Department, as you know, has relied upon its 
straight-leasing program to provide the flexibility it requires in obtain- 
ing space necessary for postal needs. It is an effective, economical, 
time-proved, and well-understood method. The lease-purchase tech- 
nique, because of its new and complicated machinery and rigidity, 
together with the risk of generating higher annual costs than under 
leases—although advantageous under certain circumstances and 
offering a very desirable choice of methods—must be used only under 
highly selective circumstances. Representing the Department, I have 
testified several times before congressional committees, pointing out 
that it was never anticipated that a huge building program nor a large 
number of projects would result from ‘the use of lease purchase. 

The Post Office Department is unique among space-using Govern- 
ment agencies because it renders service in every city, town, and 
hamlet of the United States and its Territories. The geographic 
spread, the type of space, the term of occupancy and the site location 
it needs are different from other agencies. The volume of mail 
service grows with the population and the business economy and 
new locations are required with suburban sprawl. These factors have 
been constantly changing and will continue to make constant changes 
and adjustments in our needs for service space. Neither Govern- 
ment-owned buildings nor lease-purchase buildings provide the De- 
partment with the desirable flexibility of a basic lease followed by a 
series of shorter renewal options. 

Most of the 3,300 Federal buildings in which the Department 
operates are obsolete, congested, and inefficient for the modern han- 
dling of mails. Some of these buildings are now only 15 to 20 vears 
old and many of them are today inadequate to our needs. A lease- 
purchase building could, in 25 years (when the Government takes 
title), be just as inefficient to the then postal methods or as poorly 
situated for service as many of the present 25-year-old Federal build- 
ings are today. This is one more reason why lease-purchase should 
be used in only highly selective circumstances and with careful 
planning. 

Some of the factors which have made the administration of the 
present law difficult are: 
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(a) The designing of the basic documents has taken a great deal of 
time, delaying the impact of the process on the open market. How- 
ever, these documents are now ready. 

(6) The market, to be competitive, needs much more understanding 
and education. ‘This is a slow process now beginning to show some 
progress. 

(ec) The time is too long between when the first estimates are made 
for a project for submission to the approving bodies and when we 
advertise for bids. 

(d) The three financial criteria established for lease-purchase quali- 
fication of (1) an estimated maximum purchase price, (2) interest rate, 
and (3) annual cost in lieu of rent are unrealistic, particularly when 
applied as a supplement of the leasing method. 

If the basic test for qualification followed the concept of a buy-out- 
of-rent procedure the only criterion which should be applied is the 
annual out-of-pocket lease-purchase payments as compared with what 
the Government would have to pay when it rented comparable space, 
anyway, without the advantage of eventual ownership. This alone— 
would tend to cure the time lag between initial estimates and final bids. 

Undoubtedly other problems of administering this law will present 
themselves as the program develops further, particularly through 
construction. Bids from the first project offered to the market were 
due in mid-summer of 1956. It took 2 years for preparation and 
planning to reach this step. It required an additional 6% months to 
get the first bid meeting the three financial criteria. Actually only 
about 12 months have been available to work on the market apph- 
cation after the legal documents were finally approved. No experi- 
ence through the construction stage has yet been available. There 
has not been sufficient time to completely evaluate the method nor 
to isolate all the major problems. 

With respect to title II, Public Law 519, the Post Office Depart- 
ment Property Act of 1954, we do recommend that Congress extend 
the 3-year limitation for submission or resubmission of projects as 
provided in section 202 (g) for at least another 2 years in order to 
provide more operating time for more complete experience with the 
use of this buy-out-of-rent technique. 

With respect to H. R. 4660, the Department has stated its view- 
points in a report to this committee, presented this morning to our 
General Counsel, Mr. Goff. 

Mr. Jones. Without objection the letter directed to Mr. Buckley, 
chairman of the committee, under date of February 27, 1957, from 
Maurice H. Stans, Deputy Postmaster General, will be made a part 
of the record immediately preceding the testimony of Mr. Kieb. 
Are there any questions? 

Mr. Scupper. Mr. Chairman, is there anything in the letter which 
might affect any questions we have before us? 

Mr. Jonus. I have not had an opportunity to read it. 

Mr. Gorr. If I might say a word here. 

Mr. Jones. Yes, Mr. Goff. 

Mr. Gorr. On the report we make I might summarize it by saying 
that we oppose the repeal of the Lease-Purchase Act as far as it applies 
to the Post Office Department. Then we take no position on the 
part of the act which has to do with General Services Administration’s 
part in the act. 
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We also take no position in regard to the appropriation authoriza- 
tion, which is No. 4. 

The letter, with some little technical suggestions, applies only to 
that part that covers the post-office authorization in the lease- 
purchase program. 

Mr. Scupper. Could we have the letter to Mr. Buckley read, Mr. 
Chairman? 

Mr. Jongs. Fine. I will read it to the committee. 


OFFICE OF THE PosTMASTER GENERAL, 
Washington, D. C., February 27, 1957. 
Hon. CHartes A. BuckLey, 


Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: Reference is made to your request for the views of this 


Department regarding H. R. 4660, a bill to repeal the Public Buildings Purchase 
Contract Act of 1954, to require certain distribution and approval of new public 
building projects, and for other purposes. 

H. R, 4660 would repeal the Public Buildings Purchase Contract Act of 1954 
(title I of Public Law 519, 83d Cong.). It would also repeal section 202 of title IT, 
Public Law 519, of the 83d Congress, which provides lease-purchase authority 
for the Post Office Department, but would retain the Department’s straight 
leasing authority contained in section 203 of title IT. 

The bill would also add a new subsection to the act of May 25, 1926, as amended 
(40 U. S. C. 341), to require “equitable” distribution of projects with due regard 
to comparative urgency of need and to require approval of new GSA public 
building projects by the congressional Public Works Committees. This new 
subsection relates to direct public works construction and not to lease-purchase. 
Section 4 of the bill authorizes not more than $1,500 million to be appropriated 
until July 1, 1962, to carry out the purposes of the act of May 25, 1926, as 
amended. 

In addition to repealing title I and section 202 of title II, the proposed measure 
would amend sections 204, 207, and the first sentence of section 201 so as to elimin- 
ate their application to lease-purchase agreements. 

I believe the following technical points should be brought to your attention: 

1. The second sentence of section 201 is retained even though it has sole ap- 
plication to lease-purchase. 

2. Section 1 (b) of the bill expressly saves the GSA project for Rock Island, IIL, 
from the repeal provision. No similar exception is made for the lease-purchase 
project of the Post Office Department at St. Marys, Ohio, for which a contract 
was recently let. 

This Department is opposed to the enactment of sections 1 and 3 of H. R. 4660. 
The lease-purchase of “buy out of rent’’ technique is a desirable and economical 
supplement to the Department’s straight leasing authority. A considerable 
amount of time and manpower has been spent in designing lease-purchase pro- 
cedure and documents for the market. It is believed that the program should be 
given a full and fair trial. One lease-purchase contract has recently been let. 
The bids on three other lease-purchase advertisements are scheduled for opening 
March 15 of this year. More time and more successful bids are needed to educate 
the smaller investors throughout the country in this new and different technique. 
As more experience is obtained by the acceptance of bids which meet the criteria 
of the act, the Post Office Department will be in a position to suggest suitable 
modifications to the act to afford greater flexibility and reduce the time lapse 
between preliminary estimates aad the advertising for bids. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to the committee. 

Sincerely yours, 
Maurice H. Stans, 
Deputy Postmaster General. 


Are there any questions? 
Mr. Scuppgr. Mr. Chairman, I would like to ask this question: 
On page 4 of your statement, at the bottom, you say: 


The Department will consider first those cities or towns in which is located 
unimproved Government-owned real estate which was acquired for post-office use. 
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Now, in testimony we heard yesterday, it developed that the General 
Services Administration has been purchasing sites. It rather seems to 
me that maybe we are getting the cart belies the horse in many 
instances here. Congress should have something to say about the 
purchasing of sites in relation to the necessity for the site for construc- 
tion purposes. 

I believe we could acquire land all over the country for sites for 
Federal buildings that may never be used. I believe that the package 
deal—the way you are apparently operating meets with a certain 
degree of success; you get some property. I imagine you decide on 
location after you have conversed with the people in the community 
as to their site preference and the convenience of people in various 
locations, and I know they are very critical in post-office matters. 
I have received complaints where your Department has apparently 
not consulted enough people as to where the post office should be 
located. There is a political and economic reaction on the moving of a 

ost office. It is sometimes the center of a small community, and can 
ye quite controversial. 

However, after you go in and work out your project, it generally 
works out quite satisfactorily. There is always somebody who com- 
plains. But it rather seems to me the way you are operating, on a 
package deal, is far better than going out and acquiring property all 
over the country and then worry about the construction of a building 
with apparently inadequate facilities to attract financing or contrac- 
tors to construct the building. 

I understand there have been package deals that have been sub- 
mitted to General Services Administration for the construction of 
Federal buildings that have been turned down. The General Services 
Administration has taken the view—and if I am wrong I can be 
corrected—that they acquire the real estate and then call for bids. 
They do not provide for the submission of a package deal which might 
be a big factor in receiving an acceptable bid. 

I say that, because it goes without saying that wherever a large 
office building is constructed the land values increase materially, and 
a subdivider who might own 1,000 acres in an area might donate the 
land to the Federal Government or give it to a contractor, if he could 
thereby have that agency established in the area. 

I think this is something for our committee to look into. I like 
the way the Post Office Department is handling this program in 
accordance with their judgment on a package-deal basis. I know it 
will mean a lot in the overall construction cost of the project. 

Mr. Kies. Thank you, sir. 

Mr. Mack. Mr. Chairman. 

Mr. Jones. Mr. Mack. 

Mr. Mack. On page 14 of your statement, referring to the factors 
that have made administration of the present law difficult, you say 
under (c): 

The time is too long between when the first estimates are made for a project 
for submission to the approving bodies and when we advertise for bids. 

Have you any suggestions as to how that time might be shortened? 

Mr. Kiss. I do give you one, Mr. Mack. If we could eliminate the 
necessity for our package bids meeting all three financial criteria, and 
have it meet only the annual payment in lieu of rent, which is the 
out-of-pocket payment, we could, I think, reduce some of the rigidity 
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in that procedure. Of course, we make the estimates in the first 
instance. You recognize that. We submitted these estimates to 

and you approved them. When you approved them it was the will of 
Congress, and we abide by that. 

If they could be submitted in such a fashion that it would be the 
will of Congress that we could proceed with these projects if they met 
the single criteria of the annual out-of-pocket payment, equivalent to 
or less than we would have to pay in rent, I think that would reduce 
our difficulty. Because what happens, of course—and this is public 
information and it should be—the amount of the maximum construc- 
tion estimate is published, the amount of the interest rate is pub- 
lished, the amount of the annual payment is published, and it frightens 
some bidders. It reduces our acceptability in the market. 

If the one single criterion was the rent, I think we could reduce some 
of that difficulty. 

Mr. Mack. When a contract for lease-purchase is entered into the 
Federal Government agrees to pay rentals. Does the rental money 
come out of the General Treasury as it is paid by the Post Office 
Department? 

Mr. Kres. It comes out of our annual rent appropriation. 

Mr. Mack. In other words, the Post Office Department is paying 
rent on the buildings? 

Mr. Kres. The Post Office Department pays a little over $30 mil- 
lion a year in rent for some 40 million square feet of space all over the 
country now. As to these lease-purchase projects, their annual pay- 
ments come out of that same rent account. 

Mr. Mack. Rents are part of the cost of operation of the Post 
Office Department. 

Mr. Kres. That is correct. 

Mr. Mack. Who pays the cost of maintenance, repair, and mod- 
ernization on these buildings when these are necessary? 

Mr. Kres. On lease-purchase buildings the Government takes over 
maintenance with occupancy. 

Mr. Mack. And on buildings that are owned by the Federal Gov- 
ernment and built with Federal funds, does the General Treasury pay 
these charges? 

Mr. Kies. That is taken care of, I understand, out of the General 
Services Administration budget for all structural maintenance. The 
charges for all structural maintenance are handled by the General 
Services Administration. 

Where the Post Office Department has the custodial management 
of those buildings—and we manage some 3,200 of them—then that 
cost for custodial management comes out of our Post Office Depart- 
ment operating budget. 

Mr. Mack. The Department has been doing an excellent job in 
modernizing buildings, particularly in lighting. Is that paid for by 
the Post Office Department or does it come from the General Treasury? 

Mr. Kies. That is our biggest problem, Mr. Mack, because these 
Federal public buildings are largely monumental in character. The 
work space is not efficient for modern material-handling methods. 
In many cases the conditions are bad. Working conditions are not 
good. There are not adequate truck docks to get modern trucks up 
there to transport mail. That is our worst problem today. We are 
attacking it through several methods. 
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We have worked out with the General Services Administration an 
assignment of a portion of their repair and alteration funds that are in 
their budget on which we set up priorities as they affect post-office 
space. That is one source of money to take care of us. 

Then we have asked the Congress to appropriate directly to us a sum 
of money each year, since 1953, to do what is known as light, color, 
and ventilation work—which is a way of bringing old work space up 
to modern working conditions with good light and good modern fluo- 
rescent lights and the right color schemes, and good floor conditions. 
That goes just so far. 

There is a big gap between those two sources of moneys to take care 
of these old buildings, and what we need. We estimate there is a 
backlog of needed work in the Federal buildings we occupy in the form 
of Post Office Department space of about $550 million. So these 
federally built buildings lack the flexibility we need. They are not 
kept up to conditions or to standards for modern material-handling 
methods. They do not have the truck dock space and maneuvering 
areas. 

Even buildings 20 and 25 years old are obsolete for our use, and we 
have to have money to spend on them to bring them up to modern 
usage. 

Mr. Mack. Weare going to be called on in the Congress very shortly 
to vote on the problem of granting a postal rate increase. The Depart- 
ment states last year that their deficit was $463 million. That is not 
a real or actual deficit. The deficit is much greater than that; is it 
not? I mean by that, if any private firms were renting these post- 
office buildings they would pay a great deal more than the $30 million 
that the post office allocates for that purpose. 

Mr. Kiss. We have done a pretty good job. I am very proud of 
our staff for the leases they have negotiated. We have reduced our 
average rate per square foot from in 1953, a figure of 97.6 cents per 
square foot, which is the average of our rented space, down to to- 
day where we pay 93 cents. That is despite the fact that during a 
rising market we have increased our portfolio of new constructed 
space by some six or seven million square feet. 

Mr. Mack. I am not critical of the Post Office Department. I 
think it has done an excellent job. The point I am trying to make is 
that probably the actual deficit of the Post Office Department—if 
one figured costs on the basis of adequate rents such as private firms 
would pay—the post-office deficit would be much in excess of the $463 
million reported last year. 

Mr. Kies. There is nothing in the Post Office Department budget 
that pays occupancy costs of Federal buildings, except for the custodial 
management, that is, floor sweeping and utilities, and things like that. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Jonns. Mr. Edmondson. 

Mr. Epmonpson. I would like to ask the witness this question, 
Mr. Chairman. Has there been any pattern present in these unsuc- 
cessful bids you have had in a number of instances? Has there been 
any prevailing reason for turndowns on these bids? 

Mr. Kies. I think that the prevailing reason is a lack of under- 
standing of the method in the open market. Now our most recent 
experience and our first successful bid was just 2 weeks ago. We find 
that the communities—if these projects are worked on in a community 
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and there is enough time and enough discussion in the communities 
as to how this works, then we find that the factors in the community on 
financing the project are beginning to come into play and to help. 
They are beginning to become aware of how to go about this. 

For instance, in working out our real-estate taxes, we use a tax 
base in dollars, and the community works with us in many cases to 
give us a very reasonable amount of taxes which should apply to that 

uilding. Of course that fits in to the bid. 

I think it is principally a question of education and knowledge. 

Mr. Epmonpson. In most of these bids has the problem been that 
they asked for too much money. Is that it? 

Mr. Kiss. In the first instance they are frightened because a lot 
of the small bidders in the smaller towns—and that is all we have had 
any experience with so far—are not accustomed to Government 
specifications, and they are frightened by the documents and the size 
of the documents. 

They have other opportunities for investment in the very live 
economy of this country and they do not want to take the time to 
learn how to do it. It takes education to do it. 

Mr. Epmonpson. On the bids that have been submitted, what has 
been the major reason for turning them down? 

Mr. Kres. I think that has been the principal reason why we have 
not received acceptable bids. 

Mr. Epmonpson. Has it been because most of the bids have been 
for too much money? They have been wanting too much money to 
build the buildings? 

Mr. Kies. The bids do not meet all three of the criteria. We have 
had bids that have met, or been less than the maximum estimated 
construction costs; but they have been higher than the payment in 
lieu of rent. We have had some bids that have been lower than the 
estimated maximum rentals, but they have been higher on construc- 
tion costs. 

Mr. Epmonpson. I understand you also make public the interest 
rate that is required. 

Mr. Kies. That is right. 

Mr. Epmonpson. What interest rate is that? 

Mr. Kies. Four percent. 

Mr. Epmonpson. Four percent? 

Mr. Kies. Yes. 

Mr. Epmonpson. Do you not think that might be at the root of 
some of your trouble in connection with this financing? The interest 
rate, that is? 

Mr. Kres. I do not think so. I think this: You must realize that 
in the open, competitive money market—and you probably do realize 
it—the interest rate is not established by the borrower but is estab- 
lished by the lender. Iam sure if we went into the market and offered 
steaks at the same price as eggs we would have a lot more bidders. 

On the other hand, when you analyze the quality of this direct 
Government commitment, which this is, and if 3 percent is the proper 
interest rate for the Government to pay on Government bonds, where 
the only administrative costs or servicing costs of handling bonds is 
to put them in a safe deposit box and wait for them to mature, or 
occasionally go and clip a coupon—if that is a correct interest rate on 
the one hand, and on the other hand if 4% percent interest is correct on 
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an FHA-guaranteed mortgage—and they are being made in the market 
today at that rate—— 

Mr. Epmonpson. FHA has been advanced to 5 percent. You are 
aware of that; are you not? 

Mr. Kier. That is close. Let us take 5 percent. Let us use 5 
percent. When you recognize the fact that FHA is only an insurance 
of the principal and that the lender has to service that mortgage and 
he comes to the Government only in the event of foreclosure and then 
gets debenture bonds, but in the servicing of that income he has to set 
up some monthly payments, 12 monthly payments a year, and sepa- 
rate reserve accounts for interest, amortization and taxes and FHA 
insurance, hazard insurance, and water rents, if there are any, in the 
community, and so forth, you see that he has a high servicing cost and 
he has only an indirect Government commitment. 

Let us use 5 percent. When you compare that for an FHA mort- 
gace, if that is a proper rate, and 3 percent is a proper rate for Govern- 
ment bonds, then certainly with the quality of the credit involved 
here—which is the best credit in the country, and the best credit in 
the world—and a direct commitment with very small servicing costs, 
then 4 percent is not too far out of line. 

Mr. Epmonpson. Is this 4-percent figure fixed by law or do you 
have discretion on that figure? 

Mr. Kren. No. The law sets a reasonable rate of interest as the 
qualification. The 4 percent was set as a policy by the administra- 
tion, the Treasury Department, and the Bureau of the Budget for all 
Government agencies using lease-purchase, and it has been used as 
our standard in keeping with the administration policy. 

Personally I do not believe that 4 percent has been the principal 
limiting factor in preventing our getting successful bids. 1 am per- 
fectly willing to admit again that if you offer steaks for the price of 
eggs you are going to sell more steaks. 

Mr. Epmonpson. I am delighted to see someone in the administra- 
tion trying to hold the interest rate down. I think it is splendid. 
But I am acquainted with the fact that FHA is having a very hard 
time right now on 5 percent. There is very little money available at 
the new 5-percent interest rate for FHA. 

I was curious as to whether you gentlemen felt that this program 
would ever produce volume financing for a public building program 
at this 4-percent interest rate, 

Mr. Kies. Mr. Congressman, in my statement I have pointed out 
that Congress set the rules for this. The Congress sets the policy. 
You folks told us that this lease-purchase program was a supplement 
to our leasing program. It was not a public works construction 
program, nor a substitute therefor. Consequently we are using it in 
just that way—as a supplement to our leasing program when it is 
more advantageous. We do not anticipate, and never have, that 
will be a huge public works building program resulting from the post 
office’s use of lease-purchase. 

Mr. Epmonpson. I see. No further questions, Mr. Chairman. 

Mr. Jones. Mr. Dooley. 

Mr. Dooney. Mr. Kieb, in the statement you have just given, which 
[ think is very comprehensive, enlightening, and succinct, it never- 
theless leaves me in something of a quandary. After criticizing the 
lease-purchase plan thoroughly and pointing out its administrative 
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cumbersomeness and awkwardness and the impediments connected 
with it, you recommend that we continue it for an extended period of 
time. Is it the most worthy alternative, or the only alternative? 

Mr. Kies. Congressman Dooley, let me point out to you that any 
device which is created is going to have some “bugs” in it. I have 
tried objectively to point out to you some of the “bugs” as I see them, 
and some of the things that have made it difficult to administer, and 
some of the problems I think we can improve upon after we have had 
sufficient experience. But please do not interpret that as being 
damagingly critical of it. 

It is meant to be constructively critical and analytical. 

Mr. Dootey. I would like to ask you a question which has nothing 
to do with the present subject. In our area there are several post 
offices where the capacity of the floor space could be doubled by a 
very small expenditure of money. One is New Rochelle, a village of 
about 59,000 and the other is Larchmont, a city of around 6,000. 
For $20,000 they could double their floor space by putting an esca- 
lator in the basement. There is a huge basement in each case but 
nothing has been done for 2 years although I have tried. 

Mr. Kres. Congressman, | pointed out to you a moment ago our 
greatest difficulty is in keeping these Federal buildings up to modern 
capacity to handle the mail. We have practically no money for it 
and General Services Administration has very limited sums. We 
have a backlog of about $500 million to $550 million worth of that 
kind of work which could advantageously be done today to improve 
the postal service through money to be spent on these old Federal 
buildings. 

Mr. Dootey. I think you are doing a herculean job and are doing 
it very well. I just wanted to point that out to you. 

Mr. Kuvuczynski. Are you finished, Mr. Dooley? 

Mr. Doo.ey. Yes. 

Mr. Kuiuczynskr. Are there any other questions? Mr. McFall. 

Mr. McFatu. Just a question or two. Mr. Kieb you have said 
that if 3 percent is proper for a Government bond and 5 percent is 
proper for FHA, then 4 percent is proper—— 

Mr. Kies. Should not be out of line. 

Mr. McFatt. Of course it is based on the assumption that 3 per- 
cent is proper for Government bonds and 5 percent is proper for the 
FHA. Would you say directly that it is your opinion in this program 
that 4 percent is sufficient? 

Mr. Kizs. I put it to you this way: I do not believe that the 
limitation on interest rates has been the one greatest and largest 
single restricting factor. I might also say if you offer more you are 
going to get more bids. Of course you are. 

Mr. McFatu. But you also said it is not a principal factor and 
then you said that if you offer more, of course, naturally you are 
going to get more bidders. 

But specifically now, leaving out whether or not it is a principal 
factor, is it your opinion that 4 percent is enough? 

Mr. Kreps. I believe there are ample funds in the market that can 
be encouraged through proper education and time to complete the 
Post Office Department projects. 

Mr. McFatt. In other words, I would construe that answer to 
mean that 4 percent is enough. 
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Mr. Kies. At the present time I would recommend no change. 

Mr. McFauu. On page 14 of your prepared statement you have 
referred to what you think, are the basic procedural defects in the 
law and you refer down at the bottom to the three financial criteria, 
and so forth, and you say it should be on the basis of out-of-pocket 
costs. 

What would you say would be some of the specific changes in the 
law that you would recommend that would bring about the type of 
procedure you think would work; that is, would it be on the basis of 
how much a month we can pay these people, or how would you say 
that? 

Mr. Kies. I do not—the Department is not ready, nor am I ready, 
to make specific recommendations to Congress as to amendments in 
the law, beyond an extension to give us the time to work it out more 
carefully and more thoroughly and completely. But, if this is a 
buy-out-of-rent technique, as you have told us it is, then the one 
single financial criterion to apply—the costs you should be com- 
paring—is what should it cost, or what does it cost the Government 
to rent similar space in similar areas. 

Because, if we are going to use those dollars instead of just renting 
a building and using it without any right of purchase—if we can use 
those dollars to rent that same building, with very little more expendi- 
ture, and own it at the end of 25 years, it becomes desirable and 
advantageous. Therefore, the criterion should be, what rent should 
we have to pay, or are we paying, for similar comparable buildings 
and neighborhoods in the city. 

Mr. McFatu. That is looking at it from the point of view of the 
Government, and I will agree that is proper. With your staff, of 
course, that is pretty easy for you to figure out. As I understand it, 
your recommendations were pointed toward making it easier for the 
bidder so that he could understand it more easily; and you are in a 
sense recommending that these bids should be on a basis of how much 
the Government would pay per month for the use of this space. Is 
that correct? 

Mr. Kirs. That is correct, and that figure is reached in open market 
competition. That is the way we handle all of our leases. In many 
cases we have as many as 22 people who are bidding for our bidder’s 
package, and the one who offers and meets all of the specification 
requirements and offers the lowest rental to us gets the package; and 
that is the way this should work. 

Mr. McFauu. The procedure could very well be changed by making 
it read simply that the bidder will say, “I will offer you this building 
at $250 a month for 25 years.” 

Mr. Kreps. If that is the lowest bid we have, and it is within the 
estimated maximum rental approved by Congress at the time the 
project is approved, we should be authorized to accept it and close 
the contract. 

Mr. McFauu. Of course, the determination as to whether or not it 
would be within the maximum rental price set by Congress would be 
within your calculations, and would not be calculated by the owner. 
He will just say, “I will offer you the space for $250 a month.” 

Mr. Kies. Of course your approvals, as you know, are public 
information. 

Mr. McFauu. That is true, but the bidder would not have to worry 
about that. 
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Mr. Kreps. If it did not meet that criterion on maximum limitation 
I do not think the Government should close the award. 

Mr. McFauu. Maybe this is not material to what you said, but 
just as a point of information, and if you do not know the answer—— 

Mr. Kies. I will say so. 

Mr. McFatu. You just say so. How is this income treated on the 
part of the bidder? Is this an installment purchase capital gain sort 
of thing, or how do they treat it? Like regular income? How are 
these bidders faced with making out their income-tax returns? 

Mr. Kies. It depends upon what position they take. If it is an 
investor who does his own construction and he hires a contractor to 
build the building for him, of course, he pays that contractor and 
that contractor would have to declare the profit on his contract as a 
gain for that year. On the other hand, if the investor then stays 
with the investment, it is a long-time-payment installment plan. 
He pays his taxes the same as he would if he had bought an income 
on an installment basis. He gets his money back with no taxes and 
he has to pay his income tax on that portion he earns. 

His return would be on interest plus profit. 

However, the Internal Revenue Department has set up a decision 
on that which is certainly available to you on request. I am not in 
the Internal Revenue Department and I do not want to commit them. 

Mr. McFauu. Thank you very much, Mr. Kieb. Thank you, Mr. 
Chairman. 

Mr. Jones. Mr. Scherer. 

Mr. Scuerer. [ have no questions and just want to say that 
I think you made an excellent statement and certainly analyzed 
the issues before us very well. Even I could understand them. 

Mr. Kres. Thank you, sir. 

Mr. Jones. Mr. Brown. 

Mr. Brown. Mr. Kieb, how much square footage does the Post 
Office Department utilize approximately, at the present time? 

Mr. Kies. About 92 million square feet of space. 

Mr. Brown. Of that 92 million square feet, according to your 
statement there are three different ways that we get it. First, straight 
leasing. Would that be the majority of them? 

Mr. Kies. That would be approximately 50 percent. 

Mr. Brown. Or, in other words, 46 million square feet. 

Mr. Kies. About. 

Mr. Brown. The rest of it must be by direct purchase; that is, 
with the Government owning the buildings. 

Mr. Kres. That is in Government-owned buildings. That is the 
space we have the most difficulty with. 

Mr. Brown. You want to perpetuate a theory which is still in its 
infancy. Let us take Point Pleasant, N .J., for instance. How many 
square feet are involved in the Point py N. J., building? 

Mr. Kres. If you are going to ask me spec sific questions I will have 
to get my experts up here and some information. 4,948 square feet 
of interior building space. 

Mr. Brown. In Point Pleasant, N. J. , L assume that the Post Office 
Department is currently leasing space on a straight lease basis? 

Mr. Kies. That is right. 

Mr. Brown. How many square feet is the post office utilizing now 
at Point Pleasant? 
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Mr. Kies. We are trying to operate in a lease of about 2,500 square 
feet and it is not large enough. We are very badly off at Point Pleas- 
ant and we have had to pay a rental almost equivalent to our antici- 
pated rental here of the full amount of space in the new building, in 
order to renew our lease for a short time. 

Mr. Brown. What is that rental per square foot on the 2,500 
square feet? 

Mr. Kies. I cannot recall it at the moment but I will be glad to 
supply it to you. 

Mr. Brown. Can we get an approximation? You say the national 
average is 93 cents? 

Mr. Kies. That is right. The national average on all of our 
rented space throughout the country is about 93 cents. 

Mr. Jonzs. Will the gentleman yield for a statement? You are 
including warehouse space in that estimate; are you not? 

Mr. Kier. I am including all of the space we rent, and I am includ- 
ing all kinds of utilities that may or may not be supplied. 

Mr. Brown. In this particular instance, would you say that the 
Post Office Department is paying twice the national average, or 
approximately $2 a square foot? 

Mr. Kies. Let me see if my staff does not have it there. Up until 
the last few months—I know we have had to pay increased rent 
because our lease expired and they had to negotiate a renewal—but 
at the time this was submitted to this committee we were paying $1.30 
per square foot at Point Pleasant. 

Mr. Brown. $1.30 would be roughly——— 

Mr. Kreps. $3,500 a year. 

Mr. Brown. $3,500 a year. Now on a 25-year term, 25 times 
$3,500 a year, Mr. Kieb, would be roughly $87,500, would it not? 
Is that right? 

Mr. Kreps. In your calculations, sir. 

Mr. Brown. It is approximately around there. $3,000 a year for 
25 years would be $75,000. You say you need double the space. Is 
that right? 

Mr. Kies. That is about right. 

Mr. Brown. Doubling that figure would be approximately $175,000 
over a 25-year period. Is that correct? 

Mr. Kiss. You are making the calculations. Do not ask me to 
correct your mathematics. 

Mr. Brown. It is approximately correct. Would you tell the 
committee the construction cost that you figured in the Point Pleasant, 
N.J., building? 

Mr. Kiss. You have approved a development cost of $136,500. 

Mr. Brown. $136,500. On our figures it 1s $536,500. 

Mr. Kins. I did not supply your figures, sir. 

Mr. Brown. The bids that you received for the Point Pleasant, 
N.J., project were what, Mr. Kieb? 

Mr. Ktes. We received three bids. One of $134,000 development 
cost, 6 percent interest, with an annual payment of $10,720; one of 
$162,000 development cost at a 5 percent rate, at $11,364 a vear; one 
of $133,500 development cost at a 6 percent interest rate, costing 
$10,443 a year. 

Mr. Brown. In other words, the low bid, Mr. Kieb, was $10,442 
a@ year? 
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Mr. Kies. $10,443 a year. 

Mr. Brown. On that basis, if you could acquire space at your 
present rental where you are getting 2,500 square feet for $3,500, if 
you got twice as much space would that not figure roughly out to 
$7,000 a year? 

Mr. Kies. As of the date of $1.30. It is now higher, We are 
paying almost $2 at the present time, but we will not accept that low 
bid. We have not accepted that low bid. 

Mr. Brown. Because you do not think it is low enough? 

Mr. Kres. That is correct. 

Mr. Brown. Now roughly, 5,000 square feet of floor space at the 
bid you are trying to get in Point. Pleasant, N. J., which is a $135,000 
construction cost, roughly—— : 

Mr. Kres. $136,500 development cost with an annual payment of 
$8,645 before taxes. 

Mr. Brown. Let us take the cosntruction cost. Roughly 5,000 
square feet—— 

Mr. Kies. Let us talk apples to apples and oranges to oranges, if 
you are going to talk. Rather, let us talk annual payments in lieu 
of rent. 

Mr. Brown. That is what I want to get at. 

Mr. Kies. Our annual payment in lieu of rent at Point Pleasant, 
N. J., is $8,645 per year; rent; before real-estate taxes. 

Mr. Scurerer. You are paying almost $10,000 if you are paying 
almost $2 a square foot. 

Mr. Kres. Almost. 

Mr. Scuerer. On a rental basis only. 

Mr. Brown. Just a second. Does the rent you are paying now 
provide for maintenance of the facilities? 

Mr. Kres. Yes. 

Mr. Brown. Does the rent you are paying now provide for taxes, 
interest, insurance, and all necessary upkeep? 

Mr. Kies. Yes, but not heat, nor light, nor custodial management. 

Mr. Brown. Let us take apples to apples. 

Mr. Kren. Right. 

Mr. Brown. $10,443 a year will not include maintenance. Is that 
correct? 

Mr. Kies. No, it will not. 

Mr. Brown. It will not include any upkeep of the building. Is 
that correct? 

Mr. Kies. It will not. 

Mr. Brown. So actually what it is is a payment of interest and 
taxes—— 

Mr. Kies. And principal. There are no taxes in that figure. 

Mr. Brown. In other words, Mr. Kieb, as you said this is actually 
a direct Government commitment. Is that right? 

Mr. Kies. Yes, sir. 

Mr. Brown. It is not a lease-purchase plan actually. It is a con- 
tract-purchase plan. Is that not correct? 

Mr. Kies. It is a long-term, purchase-contract plan which permits 
occupancy of the premises out of the annual payment. So it provides 
a lease on occupancy as well as purchase of the property. 

Mr. Brown. In contrasting that plan to the old, established Gov- 
ernment plan of building the buildings and financing them if need be 





by Government bonds 
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Mr. Kies. I have not contrasted them that way. 

Mr. Brown. No, but just for the benefit of the committee contrast 
them. The Government bond purchase plan is a direct Government 
commitment too, is it not? 

Mr. Krxp. Oh, surely. 

Mr. Brown. In that instance we get the money at approximately 
3 percent interest. Is that correct? 

Mr. Kres. I understand so. 

Mr. Brown. In this instance you are recommending that the 
Government pay 4 percent on a direct Government commitment. 

Mr. Kies. No. I am recommending—do not put words in my 
mouth. 

Mr. Brown. Excuse me. I did not mean to. 

Mr. Kies. I have no quarrel whatsoever with the direct appropria- 
tion method of acquiring Federal buildings when that gives us build- 
ings that meet our requirement in the postal service, if it is flexible. 
There can be no question if you build a building at 3 percent interest 
cost that it is going to cost you less money than if you build it at a 
4 percent interest cost. But I think the method should apply where 
it is most advantageous. 

Now at Point Pleasant, N. J., some years ago the Government 
bought a piece of land. It has been lyi ing there idle. We have sorely 
needed more postal space. The community there has grown rapidly, 
as most all communities have. We are paying a very high rental. 

The only method available to the Post Office Department to im- 
prove that investment that the taxpavers have already made in that 
land is through lease-purchase. If we can use the rent dollars we 
have to pay to another owner , and get nothing except occupancy out 
of it, and if we can apply those rent dollars to achieve a new building, 
to be built on that presently Government-owned land and put it to 
use and relieve the post office’s needs for space, and give the people of 
Point Pleasant, N. J., the kind of post office they need, then it is an 
advantageous tool to be able to use. 

Mr. Brown. Mr. Kieb, in theory it is, but when we get right down 
to cases we do not seem to get any bids or buildings. 

Mr. Kren. I believe we will. Tt is a question of time. 

Mr. Brown. Let us explore for a moment why we do not. We are 
both interested in the same thing. We both want buildings and want 
to seve the Government money 

Mr. Kies. Just one minute. I do not want buildings. I want 
space for postal needs. 

Mr. Brown. Right. In the one instance you point out that per- 
haps the most flexible and the most economic al method is the straight 
leasing method. 

Mr. Kies. That is correct. 

Mr. Brown. I go along with you 100 percent. But when we get 
into this so-called lease- purchase program which you have recom- 
mended that we continue, in the Point Pleasant, N. J., case we might 
haggle here all day about the actual figures but it does run more 
figures, does it not? 

Mr. Kies. Than what? 

Mr. Brown. Than straight leasing. 

Mr. Kinr. A little more, but we are going to own the property 
and get the kind of space we need. 
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Mr. Brown. Just a moment. A little more. It looks to me like 
without any maintenance figures whatsoever it is going to run $10,443 
per year. 

Mr. Kiss. No. If you will take the figure as it was given to the 
committee and if you will take an estimated building life, which is 
common in the field, of 50 years, and if you will use a straight line 
depreciation method, or if you will use a monthly payment factor 
method, our rentals in Point Pleasant, N. J., over the 50-year basis—— 

Mr. Brown. Yes, sir. Over 50 years? 

Mr. Krier. That is correct. Now wait a minute. You are now 
buying a building erected on land and built so it has a knockout wall 
and can be extended if we need additional space to give us the 
flexibility we may need at Point Pleasant. Our costs per square 
foot for the first 25 years, without custodial management costs is 
estimated to be $1.43 per square foot of interior building space. 
Break that down over 50 years and it will break down to about 84 
cents per square foot. 

Mr. Scuerer. You are paying about $2 now. 

Mr. Kies. We are pay ing just about $2 per square foot now. 

Mr. Brown. Mr. C ‘hairman, would it be permissible to have the 
exact figure, at your convenience, Mr. Kieb, of exactly what is being 
paid at Point Pleasant? 

Mr. Kres. I will be pleased to do that. 

Mr. Jones. Without objection the figures to be submitted will be 
placed in the record at this point, covering the exact amount now being 
paid on the rent. Is that right, Mr. Brown? 

Mr. Brown. On the rent at present on the Point Pleasant, N. J., 
post office. 

(The information requested is as follows:) 


The present annual rent at Point Pleasant is $3,800. 


Mr. Kres. Off the record for a moment. 

Mr. Jonzs. Yes. 

(Discussion off the record.) 

Mr. Kres. In each of the projects as submitted to this committee 
you have this breakdown, so it is available to you now. The only 
possible correction would be a change in the current rentals. 

Mr. Brown. The next question I have is this, Mr. Kieb. In your 
figures on these projects you show 1.4 million square feet and the total 
amount you have estimated for construction costs—and again in the 
instance of Point Pleasant, N. J., of 5,000 square feet, in round 
figures, for $136,500, roughly, that figure i is $27 per square foot. 

Now you have been associated with this quite a bit and are very 
closely connected with it. In your opinion do you think that the 
space that the Post a Department is leasing now in towns like 
Point Pleasant, N. J., Garland, Tex., and Grand Prairie, Tex.—do 
those buildings cost i a square foot? 

Mr. Kies. I am sure they did not. 

Mr. Scuerer. Why, no. 

Mr. Kres. Of course not. 

Mr. Brown. Do you really think it is advisable for the Govern- 
ment to go into a purchase type of program over a long period of time, 
where our square footage costs are seemingly so way out of line with 
the regular business-construction costs in the various communities, 
that is, for regular multipurpose buildings? 
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Mr. Kies. I have always felt that a Government specification, 
because of its heavy quality and because of its regulations and require- 
ments for a builder to come in and operate and build it, with the many 
requirements he has to meet under different rules and regulations, is 
far more expensive—far more expensive—than the building of the 
same utility which will last the same length of time, which could be 
built by private enterprise if left to their own devices. 

That is one of the things which makes our prey. method so 
advantageous, because we leave the maintenance of the building with 
the owner. If he does not maintain it the way we need it to be 
maintained and the way he agreed to, we do not pay him rent and 
move out. That is why the leasing method is so advantageous. 

However, in preparing these specifications we are using for the 
lease-purchase method, aware of the fact that this building is going 
to come under Government ownership eventually and that we are 
going to be responsible for maintenance beginning with our occupancy, 
we have never taken our eyes off the factor of maintenance zero. 
We have been trying to achieve that and yet keep the specifications 
below the normal public-works program, monumental, traditional 
type of building, because those buildings, according to studies we 
have made, have cost as much as $50 to $60 per square foot to build. 

Mr. Brown. Now having established that we get into a more 
expensive type operation with a so-called lease-purchase program 
than in a straight leasing program 

Mr. Kies. And still more expensive under direct appropriation for 
public works. 

Mr. Brown. The second thing I am trying to get at is, while we 
use it as a means of saying, ‘Well, we are doing something in Point 
Pleasant, N. J. We are trying to do something in Garland, Tex., 
and Grand Prairie, Tex., and Marshfield, Mo.,” actually we reach a 
point where we just cannot get the building because we cannot get 
the bids that meet the criteria. 

Mr. Kres. I think you are looking forward to, or you are antici- 
pating, failure. I do not anticipate failure. I anticipate success. 
I believe given some time and given the opportunity to educate local 
businessmen and builders in these towns, we will be successful with 
this program. 

Mr. Brown. I am trying to establish how much time; and whether 
there might not be a basic flaw in the thing. For instance, you pointed 
to a direct Government commitment of a Government bond which 
requires no servicing, and so forth, but is it not true, Mr. Kieb, that 
there is a difference in a Government bond that I, as an investor, 
hold? ‘That is, I am not agreeing to take 3 percent interest for 25 
years because a lot of inflationary changes can occur in a period of 25 
years. Is that not true? 

Mr. Kres. There are many different investment characteristics be- 
tween real estate as a basic investment and a bond as a basic invest- 
ment; but the credit in this case is the same. 

Mr. Brown. In this instance the mortgage, so to speak, or the 
investment is for a definite 25-year period. Is that correct? 

Mr. Kiss. For the monthly amortized payout. 

Mr. Brown. That is right. And the interest is 4 percent at present, 
and as recommended yesterday it is 5 percent. 

Mr. Kies. That is our target price. Yes. 
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Mr. Brown. These people obviously do not waut to accept it at 4 
percent. In the Point Pleasant, N. J., instance for example, they 
came in and wanted 6 percent. Is that correct? 

Mr. Kies. Now it is true that we have received no bids that show 
a 4 percent interest rate at Point Pleasant, N. J., but neither have we 
received any bids that were under the rental target ceiling. So that 
these bids failed to qualify on more than one criterion. 

Mr. Brown. But that is the basic reason, I submit. Is that not 
correct? 

Mr. Kies. No. I think this. If we can get a bid which is within 
the basic rental criterion, you are going to get a bid which is just 
about 4 percent. 

Mr. Brown. If we can get a bid? 

Mr. Kies. That is right. 

Mr. Brown. But, apparently, we have not been getting any bids 
under the required criteria. For example, let me ask you about 
this. Do you not feel in this package-bid proposal that the Govern- 
ment may run the risk of paying a contractor the top dollar all the 
way along the line because he is putting up the money, too, and it is 
not just a case of where he is going to float it and get his money at 
the end of it? 

Mr. Kies. Quite the contrary. I feel a package bid is the most 
effective way to bring the annual cost to a minimum, and I think 
you will find that investors who may not be builders will work to 
get their construction costs to a basic minimum in order to be com- 
petitive on the annual-cost data. I feel it is a very desirable and 
effective tool to keep costs down; much more so than the straight 
construction bid. 

Mr. Brown. As I understand it, the bids show how much the 
construction costs are and then what the interest rate is, and every- 
thing else, do they not? 

Mr. Scuerrer. Not on a package deal. 

Mr. Kies. At the moment we are required to consider all three 
criteria, and they do show differences. But you must also remember 
that when I give you a price of $133,500 as a bid against an estimated 
development cost, maximum, of $136,500, that is not all construction 
cost. That is the complete development of the project. That is the 
entire investment that that man is going to make. 

There is no question that borrowers do not set interest rates. They 
are set by lenders. However, you can offer paper in the market at a 
fixed-return rate against a fixed par value. The competition will dis- 
count or premium that in an annual payment. That will always 
happen. 

Mr. Brown. Mr. Kieb, let us get down to another case for just a 
second. You have Marshfield, Mo., on your figures there. 

Mr. Kies. I do not believe so. Marshfield, Mo., is a General 
Services Administration project. 

Mr. Brown. It shows on here as a post office. Is there a differ- 
ence? 

Mr. Kiss. That is not my list. 

Mr. Brown. Well, in that instance, let me just give you the facts 
I got this morning from the postmaster at Marshfield. The post 
office at Marshfield moved today to another building and they are 
paying $90 a month rent. That would be $1,080 a year rental. For 
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25 years that would be approximately $25,000, in round figures. But 
on my list—and apparently we seem to disagree about this list—no 
one who has been in here has had the same figure | 
Mr. Kres. Let us not say we disagree. We are working from if 
different data. , 
Mr. Brown. That is right. That is a good point. Marshfield, ti 
Mo., shows up on this list as $324,000 for a post office there. if 
Mr. Kins. There are other agencies involved. | 
Mr. Brown. There are? if 
Mr. Kres. That is a combination building. That is not just a | 4 
| 





post office. We will occupy only a small portion of that. 

Mr. Brown. About 10 percent of it in the pay-out-of-rent plan, 
is it not? 

Mr. Kies. All I know is, and all we know in the Department is 
that a multiple-unit project was put together by the General Services 
Administration. They asked us if we needed space. We did, and | 
we told them how much and what kind of space, and they have i 
included it in their estimates. H 

Mr. Brown. These people in Marshfield need post-office facilities. 
They have been moved around from pillar to post during the last 
3 years. 

Mr. Kies. That is true in many cities. 

Mr. Brown. What I am trying to arrive at is that possibily there 
has been some delay necessitated in getting adequate straight leasi 
space to accommodate the post office on the grounds that Marshfield t 
is included in the so-called lease-purchase plan. if 

Mr. Kres. That would probably be true, because, where we know 
that there is either a General Services Administration project in the 
planning stage, or a post office, then we take only short renewal leases a 
and we will only approve them provided our leases are coming up for . 
expiration. 

Mr. Brown. Now, the people of Marshfield are getting up their 
expectations and building up their hopes that they are going to get 
a post-office building, and then we encounter all of these problems in Hl 
trying to get investors and we encounter the problems of paying taxes 
on Government property, which is not done on direct purchase made 
by Government appropriation and direct payment out of revenue. 
We just run into one plague after another, apparently. I just wonder 
if it has not become tantamount to a means of holding out a hope, 
but nothing ever happens. 

Mr. Kres. Let me make the statement that that is not so. Since 
1953 we have caused to be built, for post-office use, in excess of 1,400 
new buildings for lease to the Department. 

Mr. Brown. But that is on the straight leasing program. Is that 
right? | 

Mr. Kies. That is right. But those buildings are good, modern ; 
buildings. I do not say uniformly, but 90 percent of the time they 
are well received in the communities and are planned with the com- 
munity planners, because we are trying to apply the techniques and i 
data of municipal master planning to the location of post offices. The i 
communities like them. They cost the Department less money and J 
we get the flexibility we need. 

Mr. Brown. Mr. Kieb, I agree with you about the flexibility. 

Mr. Krier. So we have been providing new buildings around this 
country and we will continue to do that. 
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Mr. Brown. In other words, as I get it, of the three possible 
methods now on the books you in the Post Office Department prefer 
the flexibility and the economy of straight leasing first? 

Mr. Kies. And we like lease-purchase because it gives us the op- 
portunity to have a building built on a piece of land which is presently 
Government owned, which is lying idle in a town. The land in St. 
Marys has been Government owned for over 40 years. In the mean- 
time, the Post Office Department has been struggling for space. 

Mr. Brown. Could that not be built by just the Government say- 
ing, “Let us build it,” and floating it with Government bonds? 

Mr. Kies. It could be, and probably it could be done at a lower 
net cost, but it has not been done. 

Mr. Brown. Is that not what H. R. 4660 provides, and is that not 
what the Department has objected to? 

Mr. Kreps. As I understand it, Public Law 126 has not foreclosed 
the possibility of building a building. It is a question of appropria- 
tions. Again we come down to using the proper method at the 
proper time, when it is most advantageous. As I understand it, the 
reason why Congress has not appropriated money for public-works 
buildings has been because of the debt limit of the country and for 
other financial and fiscal factors which are beyond the Post Office 
Department’s responsibility in the setup. 

Mr. Brown. Mr. Kieb, is not this really—I hate to use the word, 
and perhaps you have a better word—but is this not really just a 
dodge to get around the debt limit? 

Mr. Kies. I do not think so. 

Mr. Brown. It is a direct Government commitment you have said. 

Mr. Kreps. It is a direct Government commitment the same as when 
we make a lease for space for 10 or 15 or 20 years, and instead of spend- 
ing money to rent space, if we can take the same money and buy the 
space 

Mr. Brown. What is the average 

Mr. Scuerer. Waita minute. Let him finish his answer. I would 
like to hear it. 

Mr. Jonzgs. The Chair will accept the motion of the gentleman from 
Ohio if he wants to object to the way the questions are being pro- 
pounded to the witness. 

Mr. Scuzrer. I want him to finish. I was interested in what his 
answer was. May I ask that the witness be allowed to finish his 
answer? 

Mr. Jones. That is a proper request. Will the gentleman proceed 
to answer the question, and will the gentleman from Missouri provide 
sufficient time to let the witness reply to his satisfaction? 

Mr. Brown. Yes, sir. 

Mr. Kies. You asked what the average term of our leases were. 

Mr. Brown. Yes, sir. . 

Mr. Kies. Well, our authority now runs up to as long as 30 vears 
for a basic lease commitment. We change the time and the period 
when we offer properties for bid dependent upon the suitability 
of the project and its location. We try to estimate as closely as we 
can with prudence how long that size building in that location will 
be suitable for postal use. 

Our buildings—not counting month-to-month rentals, and the one 
in your town may be month-to-month rental—number some 15,000 
of these. 





SS ee SS le 


\ 


PUBLIC BUILDINGS PROGRAM 101 


Mr. Jones. The Chair may state that it was our hope to hear 
all of the witnesses we have listed this morning, and since the line 
of questioning has been on the leasehold arrangements of the Post 

ffice Department, if the gentleman from Missouri wants to obtain 
additional information I will be glad to provide some other time at 
which we can go into the leasehold arrangements. ~ 

Mr. Brown. Excuse me. I yield the floor. 

Mr. Jones. If it were pertinent here we would be indulgent, but 
since it is a matter of academic interest as to the nature of the policy 
of the Post Office Department, I feel we could go into that more 
appropriately at some subsequent time and make comparisons and 
analysis between leasehold costs and the cost of building. 

r. Kres. Mr. Chairman, we will be pleased at any time to meet 
with any members of the committee and give them any information. 

Mr. Jonus. Yes, sir. I have 1 or 2 questions I would like to ask 
you before you finish, Mr. Kieb. What is the general authority of 
the Post Office Department to erect post-office buildings? 

Mr. Kies. Only under a leasehold arrangement where we cause 
the building to be built for us for our lease. 

Mr. Jonzs. I am talking about the authority of the Post Office 
Department to erect its own buildings, 

Mr. Kies. No. Except under lease-purchase. 

Mr. Jonns. That is the only vehicle by which the Post Office 
Department can acquire its own buildings? 

Mr. Kres. That is correct, sir. 

Mr. Jones. Will you supply for the record the number of sites now 
owned by the Post Office Department, heretofore acquired under 
Public Law 519 and preceding acts? 

Mr. Kies. There are none. They are all owned by the General 
Services Administration. 

Mr. Jones. Acquired for the Post Office Department? 

Mr. Kies. For postal use. 

Mr. Jonzs. Are there no unused sites acquired under the 1926 act? 

Mr. Kies. There were, as I recall it. I want to get specific figures, 
but as I recall it there were about 200 that had been acquired locally 
for postal use in 1953. Of those, 48 are being used in these projects; 
55, it has been determined, are no longer suitable for saotel use 
because of location, size, and other factors. 

Mr. Jones. And the Post Office Department is making disposition 
of them? 

Mr. Kres. No. We just notified the General Services Administra- 
tion that they were surplus to our use; that is, to the Post Office 
Department’s use. 

Mr. Scupper. Mr. Chairman, has there been any disposal of any 
properties that are now surplus to your use? 

Mr. Kies. I do not know. That is a General Services Adminis- 
tration function, and I do not know. 

Mr. ScuppeEr. I think it is something the committee should find out. 

Mr. Jones. Would you be able to get the information from the 
General Services Administration and supply it for the record? 

Mr. Kress. Surely. If you would like the Post Office Department 
to act as your agent for it. 

Mr. Jonzs. Since they are not before us, and there is no representa- 
tive of General Services Administration in attendance here today, if 
you would accommodate us 
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Projects 


Mr. Chairman, I am flattered. 
(The information requested is as follows:) 


Estimated 
cost 
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GENERAL SERVICES ADMINISTRATION 


Construction projects initiated or completed, fiscal years 1952 through 1957 


Appropriated | 
| to date 














Remarks 








1. General purpose buildings, funds appro- 
priated to GSA: 
U. S. Post Office 
Nome, Alaska. 
Federal Supply and Record Bldg., 
Kansas City, Mo. 
U. 8. Courthouse, Nashville, Tenn-- 
enn, Courts Bldg., 


Nes eae worsen one ncadene 
2. Special Pee buildings, funds appro- 

riated to GSA: District of Columbia 
ospital Center. 


and Courthouse, 














Washington, 


3. General purpose buildings, funds appro- 
priated to other agencies: 
Extension and remodeling, State De- 
partment Bldg. 
Central Intelligence Agency, Head- 
quarters Bldg. 







National Bureau of Standards, 
quarters Bidg. 


Head- 





Old-Age and Survivors 


Insurance 
Bldg., Baltimore, Md. 








General office building, National Insti- 
tutes of Health. 


4. Special purpose buildings, funds appropri- 
ated to other agencies: 
Museum of History and Technology, 
Smithsonian Institution. 

Howard University projects: 
Women’s dormitory 
Engineering building... -- SOEs 
Dental building __- eet wuet 
Pharmacy building. -.-...........-- 
Biology, greenhouse _ 
Preclinical medical building 
Auditorium, fine arts building 
Men’s dormitory. _- : 
Administration building --- 
Law School building 

Gallaudet College projects: 
Library building. _- eompmniawe oh 
Girl’s dormitory = 
Physical education and activities 

building. 

Classroom and laboratory building _| 
Speech and hearing clinic as 

St. Flizabeths Hospital projects: | 
Receiving building and chapel 
Continuous treatment building 
Maximum security building--__- 

National Institutes of Health: 
Clinical center and facilities 
Biologies standards laborabory- 
Surgical facilities. i 
Animal quarters 
Dental research buik ling. dallas 





































1 Tentative estimate of cost. 


$1, 300, 000 
4, 400, 000 


6, 775, 000 
12, 000, 000 


24, 475, 000 


21, 700, 000 


57, 400, 000 | 
46, 000,.000 


1 40, 000, 000 | 


| 
25, 370, 000 | 


5, 300, 000 


070, 000 


174, 


36, 000, 000 | 


1, 702, 400 | 
2, 066, 020 


2, 907, 160 

894, 800 
2, 170, 700 
4, 400, 000 


3, 207, 000 | 


2, 443, 500 
1, 867, 800 
1, 284, 800 


350, 000 


625, 000 | 


, 600, 000 


, 887, 000 


260, 000 | 


, 800, 000 


, 844, 707 
, 500, 000 
, 500, 000 


, 930, 000 


56, 404, 887 


5, 350, 000 | 


198, 000 | 


, 371, 000 | 


i, 159, 887 } 


930, 000 


25, 370, 000 








hee 


907, 160 


894, 800 | 


, 749, 500 
, 400, 000 
. 207, 000 
708, 800 
525, 900 
, 284, 800 


bat pt bk DB et 


350, 000 
625, 000 
, 600, 000 


, 887, 000 


6, 
3, 
6, 


340, 000 
800, 000 
525, 000 


54, 844, 707 
3, 500, 000 
1, 500, 000 
1, 371, 000 

200, 000 


140, 269, 087 
| 305, 754, 087 


Architect’s contract requires development of cost estimate. 


300, 000 | 


| 119, 320, 000 


, 702, 400 | 
066, 020 | 


260, 000 | 


Public Buildings Act, May 
5 _— as amended. 
0. 


Do. 
Do. 





Public Law 648, 79th Con- 
| gress, approved Aug. 7, 
1946. 


Funds transferred to GSA 
by State Department. 

Funds transferred to GSA 
by Central Intelligence 
Agency. 

Funds transferred to GSA 
by National Bureau of 
Standards, 

Funds transferred to GSA 
by Department of Health, 
on and Welfare. 

0. 





Funds transferred to GSA by 
Smithsonian Institution. 


Funds transferred to GSA by 
Department of Health, 
Education, and Welfare. 


| Do. 
| 
, Do. 
i 

Do. 


















Public buildings purchase contract program, rental and other housing costs of agencies 
to be accommodated in proposed projects 


State and city 


APPROVED PROJECTS 


Alabama: 
EE ee ee ocak 
IR 88. cs one nnn sen osheee 

BER: Fis <n ccchn es cncesssases 

Arkansas: 
Helens. 
1 ee ae 
AEE TRE a Blo won cdinseseemnnghin 

California: 
ee DONE 2... cudinscseunsuscnel 
DOCTRINE oo on civecdacasssosacnceve 
Gem Fromeiegess: ..--. <dsisnh «eae 

Colorado: Denver.-.-.---- eae 

Connecticut: Hartford -_----------------- 

Florida: 

Sete |. eos. bis. sn cscntisnecestas ad 
PIES 565. acccndonsdscnkaqosune 
Ph. di5he OF. cccheéoeeonneneey 

Georgia: 

UNNOD 008.2. cnnchstouconsenscdns 
a ae nia 
Milledgeville... .- ii Ruchiaieiceete ince 

EE We GAN Lo cn cb oscesesenssane 

Illinois: 

Benton. EEE 4° ey 
Breese - eihuiesannconmnie 
Rock Island _ nbbGabociasnsensnnddines 

Iowa: 
Burlington__. 
ts... cchenersdkmnsaerns 
Fort Dodge.--.--.-.-.---- einaearenanee 

Kansas: 

a 


Mansas Oity.s:............ eaueaall 
ORT ORITONIING. on nthecnbanankatamns ‘ 


Sedan 
Louisiana: 

Jonesboro... -- 

Lafayette 


I 


I iB sask, as: sebceuehi aieiines iycgaenieeeiie 

Pee OF... eh han cnnenns 
Maryland: 

Baltimore iaitnn a aiineeee% xe anaes 

Denton ‘ i 
Massachusetts: Boston __----- 
Minnesota: 

Bemidji on ih . oncagiontd 

Brainerd calebphduiwacaemmen 

Minneapolis 

Moorhead. - 

Redwood Falls. - 


ee POOs. dbs be a ncob 26 <otsbiieda il 


Mississippi: 
MGs pwancwmn wuts 
Greenville... ...--- 
Laurel ‘ 

Missouri: 
Moarehfielé .... - cuswestiar gai bt 
Moberly... -.-.--.-- oblate. dotswabons 
St. Louis. ......- 

Do : 
Nebraska: Omaha 


PUBLIC BUILDINGS PROGRAM 





Purpose 


Gourthenae, Federal office building - - . 


Post Sn GRRE, (ncn tuntane-ade 


Customhouse, Federal office building -- 
Courthouse, Federal office building . - - 


CI. tik ot ss cave cwad 
Federal office building. ..------------ 


pes. ies) vccutbaccetivers 
Post CE, GN gc BE a nb ocwndnesecoss : 
Post office, opment... .-2-----+-- ; 


Civil defense center. ..-.-..-.---------- 
POOR, GOR bi ls cxakancpdiveedeesosx 
aehdial DS ee er 


Post office, courthouse. -----...-.-.-..-- 
Post offiee, COGS dita hit o pn ncecncempaes 


Post office, ee EE eS 
Post office, ete... -.-- nthe os dll Miss ve Sabet calih 


Pt tins. spd Bn Lbthnrbdaddowsnaaeth 
Ist. [ucuebver cathe vendna min tas 
| Me ee ee 

— 

Post office and Federal office bu ilding ._ 


| Federal office building... .-...-- ; 
Post office, etc.....-.-.---.-- we 
Federal office builk ding i eine eee 


| Post office, ete. peed 
Me i min ct dcoctiatees anita tinh Cae 
Courthouse, Federal office building. . 
Post office, ete. aA a cans 
do , a 
Post office and customhouse.-__.-.-.-- 


| Post office and courthouse afi 
i a a i ancient 
Post office, etc bs Ye acalt Aa dis Spee ethan tole 


4etGO.u. 

Federal office buil ling _- 
Remodeling construction __-- 
Post office and courthouse_-__.....-...-- 





New Hampshire: Durham.._-.- 
New Mexico: Albuquerque_-..-. 
New York: 

i call 


Nae ss one iiniendsesenien 
New York....-..-.- 
New York, U. N. Mission. 
Ohio: 
Cincinnati. 
Toledo... ssccidnetiaiianees 
Oklahoma: Oklahoma City._- aoe 


Oregon: Portland.............-- 
See footnotes at end of table, p. 104. 


Post office, ete... - a opis watoaas LE 
Federal office building Ll aids Ja chiwauel 


Courthouse and Federal office build- 
ing. 
Post office and courthouse. 


ing. 
Headquarters. ............ 


.do.. 
Courthouse ‘and Federal office build- | 


4 F eau office building. ...........-- « 








Customhouse and Federal office build- | 


Federal office building. ...............| 
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Net square 
feet ! cost 





, 840 
5, 506 1, 940 
140, 308 362, 725 
17, 735 17, 367 
21, 938 31, 648 
216, 640 360, 179 
480, 958 763, 418 
174, 289 303, 721 
630,513 | 1,357, 678 
39, 930 52, 308 
162, 534 411, 845 
130, 663 389, 460 
3, 353 2) 150 
15, 640 24) 562 
221, 092 263, 500 
22) 931 16, 655 
7, 409 9, 308 
8, 391 5, 298 
22, 700 4, 356 
3, 123 2, 360 
25, 536 41, 240 
17, 570 20, 805 
36, 708 42, 861 
24) 895 36, 663 
12, 636 11, 984 
33, 316 64, 184 
19, 201 21, 382 
3, 107 3, 728 
3, 963 4, 830 
13, 567 18, 780 
18, 802 40, 350 
7,042 8.518 
365, 822 574, 826 
345, 390 505, 759 
6, 321 7, 652 
562, 608 994) 575 
15, 056 19, 965 
8, 438 10, 603 
108, 275 218, 965 
5, 330 8, 364 
5, 437 5, 718 
0 0 
9, 670 11, 024 
79, 264 27, 700 
13, 032 15, 710 
5, 008 2. BAS 
9,708 11. 518 
218, 854 290, 098 
319, 963 389, 839 
240, 466 442. 675 
4, 805 6, 420 
157, 862 324, 653 
280, 824 | 533, 180 
21, 160 29, 502 
991,255 | 1, 899, 495 
| 
43,698 | ‘177, 804 
| 
411,645 | 967,216 
58,668 | 151, 460 
111,665 | 220, 964 
229,032 | 683, 300 
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PUBLIC BUILDINGS PROGRAM 


Public buildings purchase contract program, rental and other housing costs of agencies 
to be accommodated in proposed projects—Continued 


State and city 


APPROVED PROJECTS—continued 


Pennsylvania: 
Beaver_..._. 
Pittsburgh_________- 

South Carolina: Manning__ 

South Dakota: Sisseton._._____- 

Tennessee: 

SO oe anette waste ue 

Kingsport- -- eabEtueSetesn 

i ; me 

REAR RRD SL CLEP SER 
Texas: 

Dallas... ..__- 


Daingerfield - . __- 
Gainesville 
Houston ___- 


SE Se 
te niii no htec Kiantpsting od einenie 
San Marcos................--- 
Terrell_.____.-- 
Victoria___._- 

Utah: Salt Lake City_. 

Vermont: Burlington. 

Virginia: 


o | 
NS ES ee 


tek nbc ho iaeenectene 
PR ccc cites ewece 
NI otha. nabimemmens ancntes 
ES eee 
West Virginia: 
SI iid itn dag biskin nm io cieen 
Ih enw wne 
OS Ee 
Mount Hope- ----_.----- 
Parkersbarg............- 
Ronceverte 
Wisconsin: Green Bay.- 
Washington, D. C.: 
Geological Survey- chateieaitienine. 
Southwest area: 
Federal office building No. 5- 
Federal office building No. 6 
Federal office building: 
NO. ee Pats. 
ET 
ate Rirmiettincah trernig 


PENDING PROJECTS 
Washington, D. C. area: 


Federal office building No. 72 
National Meteorological 


Grand total (99 projects) 


Post office, etc... _- 
| to_. 


__| Courthouse and Federal office build- 





: Post office and courthouse -- 
.| Federal office building_........_- 
| Post office and courthouse-_--. 


_| Post office, ete 
.| Post office, ete... .- 


| Courthouse and Federal office boiting | 


__| Mines building.- 


Center | 
and Coast and Geodetic Survey.‘ 


1 Includes Government-owned and rented space, 


Purpose 


Post office, ete--_.-._- ceeuaabunexe 

Federal office building... a eaboails 

Pest olive; ete. 2... ......-.. 
..do.. ss 


pi eetie bee geen sa 
WL Settebeds ld 2 ot we wee 
TE shee wnt 
SU atta sveb ate. 
Courthouse and Federal office build- | 
ing. | 


ing. 
Post office, ete. ............... 


Post office and courthouse-___- atom 
Federal Supply Service ware shouse..--- 


Federal office building__- ae == ie teahdeaealia 


Federal office building_- ware 
Post office and courthouse...__- 


Courthouse and Federal office building 
Post office, ete. ...._- ‘ 


Headquarters. ._..- 


Federal office wae. ‘ 
-.00.. ia ads ‘end 


ee RES er 2 eee 
QB. caiccke 
Sac 


Head quarters, 
buildings. 


site and building of 


Net square| Annual 


feet ! 


3, 700 
383, 783 
6, 852 
8, 608 


2, 490 
10, 735 
3, 375 
3, 792 


506, 941 
3, 639 


6, 730 
186, 508 | 





347, 229 


10, 414 
9, 680 
8, 612 

11, 061 

19, 806 

180, 231 


496, 200 


556, 468 706, 559 


5 13, 697, 624 | 19, 783, 084 








and free space in varying amounts. 


2? Project approved by Bureau of the Budget and both congressional Public Works Committees but 
subject to reconsideration in light of proviso added by Senate and House Public Works Committees re- 
quiring that building accommodate all necessary facilities for the Court of Claims. 

3 Actual expenditures for minimum maintenance, but does not reflect cost of normal building repairs which 
would have been incurred if funds were available. 

4 Project approved by Bureau of the Budget and the House Public Works Committee but still pending 


before Senate Public Works Committee. 
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PUBLIC BUILDINGS PROGRAM 


Lease-purchase projects for which architect-engineering contracts have been awarded 








Project Type of project Name and address of architect 

Chien, Alii. cno5 eens Post office, ete. .......-.-. Sherlock, Smith & Adams, 303 Washington Ave., 
| | Montgomery, Ala. 

Hot Springs, Ark..........| Post office and courthouse.| Wittenberg, Delony & Davidson, 402 Pyramid 
|  Bldg., Little Rock, Ark. 

RE GE. 6 nage cecnns | Civil defense center. -...-- | Robert & Co. Associates, 96 Poplar St., NW., 
Atlanta, Ga. 

Brunswick, Ga_.....---.-- Post office and courthouse - — 1 eae 1522 Richmond S&t., Bruns- 
| | Wick, Ga. 

etn, 00. Eh. nents .c | Foley,’ Hackler, Thompson & Lee, 317 South 
| _ Jefferson St., Peoria, Ill. 

Se ee | | Post office, ete. _......-.-- D. Clarence Wilson, 1115 Harrison St., Mount 


Rock Island, Ill_._-------- 
Burlington, Iowa-_-...---- 


Council Bluffs, Iowa. --_- 


Kansas City, Kans_- ..do 
Leavenworth, Kans. -__- bf ees eens 
Sateen, Mee. ........... Post offi 
Jonesboro, La--_- sass einen livcrene 
Lafayette, La........---- i adins dace 


Lake Charles, La_--_- 


New Orleans, La-.---- 


Minneapolis, Minn------ 


Redwood Falls, Minn_---- 


St. Paul, Minn........-.-- 


| _ house. 
Biloxi, Miss...............] Post 

| house. 
Greenville, Miss_.._.-...-- 


Lame, B6ies.......4.....-. 


Od 6. ee oe | he ae | 


Omaha, Nebr 


Durham, N. H 


Albuquerque, N. Mex 


Jamestown, N. Y 


New York, N. Y. (United 
States Mission to U.N.) | 
Manning, 8. C_- 


Sisseton, S. Dak .--do 
Carthage, Tenn__. <= 80. 
Kingsport, Tenn. -_- ...-do 
Lafayette, Tenn ..--d0.. 
Smithville, Tenn .do 
Daingerfield, Tex__.. SO ace 
Gainesville, Tex a Sane its 
McKinney, Tex. | ie.... 
Terrell, Tex_. a 5-0. 


Burlington, Vt_- 


Abingdon, Va- ard ee Pi ons 


Post office, etc 


ce etc. 


Post office, ete 


Post office, etc_- 


silly acacia cisco 


| Post office, ete_.--- 


| Headquarters... 


Post office, ete_- 


Post office and courthouse. 


Post office and courthouse. 


| Vernon, Il. : 
William Stuhr, J. Fletcher Lankton, and John N. 
| Ziegele & Associates, 1100 Main St., Peoria, Il. 
| Dane D. Morgan & Associates, 217 Farmers & 
Merchants Bank Bldg., Burlington, Iowa. 
Brooks-Borg and Robert C, Robinson, 815 Heb- 
bell Bldg., Des Moines, Iowa. 


| Joseph W. Radotinsky, 1401 Fairfax Trafficway, 


Post office, courthouse -. - - 


Courthouse and Federal 
office building. 


Post office and custom- 


office and court- 


| Post office and courthouse - 


Federal office building 


Post office and courthouse _ 


Post office and courthouse 


Kansas City, Kans. 

George Tewksbury & Associates, Suite No. 1, 

| Mission Bank Bldg., Mission, Kans, 
Benedick & Hines, 254 Laura, Wichita, Kans. 

Rodman & Murrell & Smith, 1175 Nicholson 
Dr., Baton Rouge, La. 

H. J. Pagroue and Barron, Heinberg & Brocate, 
1015 Wisteria St., Alexandria, La. 

-_ and Quinn, 1735 Ryan St., Lake Charles, 


a. 

Freret and Wolf, August Perez and Associates, 
and Favrot, Reed, Mathes & Bergman, 630 
Gravier St., New Orleans, La. 

Thorshoy and Cerny, Inc., and Lang & Raug- 
ea 400 Metropolitan Bldg., Minneapolis, 
Minn. 

| Magney, Tusler & Setter, 202 Foshay Tower, 

Minneapolis, Minn. 
Ellerbe & Co., and Brooks Cavin, E-505 First 
| National Bank Bldg., St. Paul, Minn. 

| James T. Canizaro and John T. Collins, 1202 First 
National Bank Bldg., Jackson, Miss. 

Hall & Norwood, 109 South Walnut St., Green- 
ville, Miss. 

William I. Rosemond & Associates, Propet 3ldg., 
Columbus, Miss. 

Richard P. Stahl, 530 South National Ave., 
Springfield, Mo. 

Steele, Sandham & Steele, Henningson, Durham 
& Richardson, and Kirkham, Michael & 
Associates, 252 Aquila Court Bldg., Omaha, 
Nebr. 

| Irving W. Hersey Associates and Koehler & 
Isaak, 922 Elm St., Manchester, N. H. 

Flatow & Moore and Ferguson, Stevens «& 
Associates, 1840 Lomas Blvd., NE., Albuquer- 
que, N. Mex. 

Beck and Tinkham and Duane Lyman & Asso- 
ciates, 505 Delaware Ave., Buffalo, N. Y. 

Kahn & Jacobs and Kelly & Gruzen, 2 Park Ave., 
New York, N. Y. 

| Simons, Lapham 

Charleston, 8. C. 
Harold Spitznagel & Associates, 
Summit Ave., Sioux Falls, 8. Dak. 
Edwin A. Keeble Associates, Inc., 2000 Glen Echo 
| Rd., Nashville, Tenn. 
| Allen N. Dryden, 201 West Market St., Kings- 
port, Tenn. 
Bauman & Bauman, Inc., 813% Market St., 
Post Office Box 1007, Knoxville, Tenn. 
Selmon T. Franklin, 421 Poplar St., Chattanooga, 
Tenn. 
Will H. Lightfoot & Associates, Paris, Tex. 
| Preston M. Geren, 1607 Fort Worth National 
Bank Bldg., Fort Worth, Tex. 
| Milan & Rober, 368 Casa Linda Plaza, Dallas, 


& Mitchell, 17 Broad St., 


1800 South 


| Wilson, Patterson & Associates, Post Office Box 
9035, Fort Worth, Tex. 
Freeman, French, Freeman, 158 Bank St., Bur- 
| lington, Vt. 
| Eubank & Caldwell, Inc., 518 Boxley Bldg., 
Roanoke, Va. 
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Lease-purchase projects for which architect-engineering contracts have been awarded— 
Continued 


Project 


Richmond, Va....-- 
Huntington, W. Va_.._--- 
Martinsburg, W. Va_--.--- 


Mount Hope, W. Va.-..---- 
Parkersburg, W. Va___--- 
Ronceverte, W. Va......-- 
Green Bay, Wis.......--.- 


Washington, D. C_..._-- 


Type of project 





ame SR iain sckstnliiee ea tik 


office building. 


sa tho ata 


6. 





Post office and courthouse. 
Mine building............- 
Courthouse and Federal 
Post office and courthouse 


Federal] office building No. 


Federal office building No. 
8. 

Federal office building No. 
9. 





Federal office building No, 
10. 


Name and address of architect 


Marcellus Wright & Son and Merrill C. Lee, 
400 East Main St., Richmond, Va. 

C. E. Silling & Associates, 314 Masonic Temple, 
Charleston, W. Va. 

—— Faris, 1117 Chapline St., Wheeling, 

y. Va. 

Glenn C. Hancock, 903 Security Bldg., Charles- 
ton, W. Va. 

Robert J. Bennett, Monongahela Bldg., Morgan- 
town, W. Va. 

Irving Bowman & Associates, 317 Davidson 
Bldg., Charleston, W. Va. 

Foeller, Schober, Berners, Safford & Jahn, 310 
Pine St., Green Bay, Wis. 

Faulkner, Kingsbury & Stenhouse, and Chate- 
lain, Gauger & Nolan, 1632 K St. NW., Wash- 
ington, D. C, 

Naramore, Bain, Brady & Johanson, 904 7th 
Ave., Seattle, Wash. 

Hellmuth, Obata & Kassabaum, Ine. and Loebl, 
Schlossman & Bennett, 430 North Michigan 
Ave., Chicago, fll. 

Holabird & Root & Burgeee and Carroll, Gris- 
dale & Van Alen, 180 North Wabash Ave., 
Chicago, Tl. 








Location, State and city 


Abingdon, Va- 
Albuquer ue, N. “Mex 
Atlanta, Ga. .....-. 


Biloxi, tee 77 eee 
Brunswick, Ga_._._--_- 


Burlington, Iowa -.--_- 
Burlington, Vt ------ 
Carthage, Tenn 


Council Bluffs, Towa. rs 
Durham, N. a Sep 


Gainesville, Tex. 
Greenbay, Wis_- 


Huntington, W. Va____.___- 


Jamestown, N. Y 


Kansas City, Kans___- 


Kingsport, Tenn _-_- 
Lafayette, La____- 
Lake Charles, La 
Minneapolis, Minn 


New Orleans, La_- 


New York, N. Y., U.N. 
Gene, INGME. s oicn+ss.-..~~-) 


Parkersburg, W. Va 


Richmond, Va--------- 


Rock Island, ee 
St. Paul, Minn. 


tbhstecsounan 


1 Under contract. 


| Post office, etc., and garage | 19 
Headquarters. -- 3, 300, 000 

Post office and courthouse | 9 

Courthouse and Federal office | 3 
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Estimate of cost increases on purchase contract projects 


Approved prospectus 





| 


| Sanicthavetmn | 
Purpose | limit of 
cost 
(1) (2) 
npn epeeniitiinip-aienbbetia dc t-ibienrvedirmelwaeslaunaiin 
Post office and courthouse...____._-- | $543, 210 


Federal office building _.._..._.._... 


BN: 
a 


building. 


_ 


, 670, 000 


, 579, 823 
3, 045, 000 


| 





6, 

| Civil defense center - -- onaeencl aan 000 | 

| Post office and courthouse. 1, 110, 000 

h ASed ER — 1, 431, 000 

.-| Post office, etc. .....-..--- --| 1,328, 987 

Post office and courthouse _- | 2,830,000 

| Post office, etc. _- eT 272, 000 

"| Post office and courthouse | 1, 630,000 

-| Post office, ete__........_- 433, 600 

ord 2) EMS ste seed pune __| 645,036 

oe ae ; 1, 615, 000 

Federal office building. .____...... 3, 298, 280 

| Post office and courthouse 1, 840, 135 
S: .do ed ‘ | 2,393, 303 | 

| Post office, ete. __- | 1, 446, 000 

sais Aree --| 1,095, 000 

-| Post office and courthouse ...| 2,075,000 

| Courthouse and Federal office | 5,877,815 


building. | 
Federal office building: - - - ‘ | 7,410,000 
| Post office and courthouse... ....| 2,000, 000 | 
--| Post office and customhouse --| 5,235, 000 


construc- 
tion cost 


(3) 


|} Current 
estimated 


Estimated | construc- 


tion cost 





$437, 000 
5, 079, 000 
10, 450, 000 

860, 000 
1, 110, 000 
900, 000 
2, 242, 000 
226, 000 
1, 392, 000 
354, 000 
545, 000 
1, 361, 000 
2, 740, 000 
1, 437, 000 
1, 736, 000 
850, 000 
885, 000 
1, 695, 000 
4, 311, 000 


16, 580, 000 | 


2, 192, 300 
7, 840, 000 
2, 595, 000 
5, 930, 000 


3, 880, 000 


Bick ties ad a | 98, 361, 489 | 77, 627, 300 | 


1, 650, 000 
4, 928, 000 


16, 580, 000 


3, 203, 000 | 


7, 971, 000 
2, 805, 000 


6, 650, 000 
6, 474, 000 


| 83, 585, 700 
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approved Ist sess., 84th Cong., Feb. 15, 1957 Ny 





























Esti- Addi- iid 
mated Increase tional Ha 
| Differ- | interest Total in-| in con- miscel- Current 
ence in | and tax | Current | Increase | crease in| tingen- | Change | laneous | Increase | maxi- 1 
| construc-| during | estimate | in pack- | construc-| cies and in site costs in cost mum t) 
| tion cost | construc-| of pack- | age cost | tion cost | architect- cost not in | 9, 10, 11, | limit of } 
(4-3) tion in- age (7-6) (5+8) | engineer- original 12 cost q 
cluded in ing costs pro- oe 
prospec- spectus a 
| tus Hd 
1 ' «i 
| (5) (6) (7) (8) | (9) (10) (11) (12) (13) (14) ; 
| allie _ a s oeondiiieneenaet Seniiien oneal - eeetatiaial seni eeeeanamaenementapedieci inset iaaigeniasiamatehaeniaia teal ieenten akties aa 
$63, 700 $11, 000 $50, 700 $39, 700 | $103, 400 $13, 000 $9,000 | $125, 400 $668, 610 | 
—242,000 | 243,000 | 483,700 | 240,700 | —1,300 | —34,740 0 | 36,040 0 | 6, 227, 300 yf 
—395,000 | 575,000 |1, 005, 500 430, 500 35, 500 0 0 50, 000 85, 500 |12, 415, 500 i 
104, 000 48, 000 , 000 48, 000 152, 000 11,000 0 10, 000 173,000 | 1, 283,000 a4 
46, 000 45, 000 110, 000 65, 000 111, 000 11,000 0 9, 000 131,000 | 1,562,000 i 
115, 000 45, 000 101, 500 56, 500 171, 500 10,000 |—$110, 000 8, 000 79, 500 | 1, 408, 487 i 4 
322, 000 125, 000 256, 000 131, 000 453, 000 35,000 | +130, 000 15,000 | 633,000 | 3, 463,000 a4 
25, 500 4, 500 25, 000 20, 500 46, 000 0 0 3, 000 49, 000 321, 000 r 
46, 000 60, 000 143, 800 83, 800 129, 800 30, 000 0 10, 000 169, 800 | 1, 799, 800 a 
19, 500 8, 000 41,000 33, 000 52, 500 500 0 7, 000 60, 000 493, 600 | 
5, 000 11, 000 55, 000 44, 000 49, 000 9, 000 0} 10,000 68, 000 713, 036 ae 
—40, 000 64, 000 142, 000 78, 000 38, 000 5,000 0 12,000 55,000 | 1,670,000 i: i 
65, 000 108,000 | 300,000 192,000 | 257,000 11,000 0 12,000 | 280,000 | 3, 578, 280 a 
202, 000 60, 000 164, 000 104,000 | 306, 000 25, 000 0 10,000 | 341,000 | 2, 181, 135 va 
168, 000 70, 000 182, 000 112,000 | 280, 000 5, 000 0 11,000 | 296,000 | 2, 689, 303 ea 
80, 000 38, 000 93, 000 55, 000 135, 000 11, 000 0 7, 000 153, 000 | 1, 299, 000 a 
136, 000 39, 000 99, 000 60, 000 196, 000 11, 000 0 8,000 | 215,000 | 1,310, 000 of 
—45, 000 80,000 | 159, 000 79, 000 34, 000 18, 000 0 8, 000 60, 000 | 2, 135, 000 a 
617,000 | 273,000 | 493,000 | 220,000) 837,000 41,000 | +100,000 | 15,000 993,000 | 6,870,815 i 
0 | 870,000 |1, 635,000 | 765,000; 765, 000 5, 000 35, 000 | 805, 000 |20, 475, 000 i i 
11, 010, 700 80,000 | 323,000 | 243, 000 | 1, 253, 700 32, 300 | +100, 000 8, 000 |1, 394, 000 | 4, 694, 000 a 
131,000 | 380, 000 797,000 | 417,000 | 548, 000 24, 000 0 | 28,000 | 600,000 |10, 179, 823 il 
210,000 | 116,000 | 280,000 | 164,000 | 374,000 11, 000 0| 15,000 | 400,000 | 3, 445, 000 a4 
720,000 | 330,000 | 695,000 | 365,000 |1, 085, 000 77, 000 0 | 18,000 |1, 180, 000 Ht q 
anweesiee () son keaeehheon evin>+baon oohese-senloe> eneranct> lr ceeodpaele~biotiaidn 5 4 
2, 594, 000 225,000 | 650,000 | 425,000 |3,019,000 | 277,000 | —8C,000 | 154,000 |3, 370,000 | 8, 605, 000 a 
5, 958, 400 3, 908, 500 (8 380, 200 4 471, 700 |10,430,100 | 638, 060 140, 000 | 508, 040 |11,716,200 | 110,077,689 
ee 


aah 


ee es 


at 


on: 


PUBLIC BUILDINGS PROGRAM 
Estimate of cost increases on purchase contract 


Approved prospectus 


—EE ——+—-—_—_———_ 
j | 


Current 
estimated 
Location, State and city Maximum | Estimated | construc- 
limit of construc- tion cost 

cost tion cost 


i 


(1) | (2) (3) (4) 


Washington, D. C.: 
Geological Survey -_--- ..| Geological Survey-..-.....-.- |$22, 260, 000 |$19, 050, 000 |$20, 003, 000 
National Meteorological | Headquarters. -------- ..--------| 30, 990,000 | 26, 532,000 | 27, 859, 000 

Center and Coast and 
Geodetic Survey. 
Southwest area, Federal 25, 250,000 | 19, 670,000 | 20, 654, 000 
office building No. 5. 
Southwest area, Federal A dteronewenesanpminersceugee | -aTee . LELEe | Baadet OO 
office building No. 6. 
ae office building chs ob ~---------------------| 27, 450,000 | 20, 290,000 | 22, 200, 000 
0. 
eee ew \ easgas cusenneewe ge eosceummrescserdues| Lay eee A: GD | RULSeeOeO I 
0 
Federal office building sasasuisshs ineiatianepkseiaveneats sal 22, 115,000 | 18,125,000 | 19, 031, 000 
No. 9 (CSC). 
me office building Shietie dbeenkonn ee 40, 900, 000 | 33, 550,000 | 35, 228, 000 





Post office, etc | 272, 000 231, 000 

do. 279, 000 236, 000 
Courthouse and Federal office build- 8, 600,000 | 6,499,000 | 6, 824, 000 
ing. 


Post office and courthouse --.______- 1, 020, 000 803, 000 843, 000 
Hot Springs____.-_-._- do _....--------| 1,729,000 | 1,478,000 | 1, 552,000 | 
Little Rock Federal office building_ 9, 150, 000 7, 435, 000 7, 807, 000 
California: 
Los Angeles. _......---- Qyrtambonss and Federal office 30, 800, 000 | 24, 465,000 | 25, 689, 000 
uilding 
Sacramento Veo and Federal office build- 10, 210,000 | 8,250,000 | 8, 663,000 
£. 
San Francisco-_____.----|- | a 36, 440,000 | 38, 262, 000 | 
Colorado: Denver 2... _____-| Courthouse. ples senekell 6, 420, 000 | 4,805,000 | 5,045,000 | 
Connecticut: Hartford 2_ | Federal office building - sa : 8, 350,000 | 6,475,000 | 6, 799, 000 
Florida: | 
I teil ediidds ‘ sic 8, 875, 000 6, 325,000 | 6,641,000 | 
Monticello... __- .| Post office, etc_ iP 310, 000 266, 000 279, 000 | 
Ocala | Post office and courthouse o 1, 580,000 | 1,177,000 1, 236, 000 
Georgia: Milledgeville __- | Post office, ete. ..__- vn 502, 000 393, 000 412, 000 
Illinois: | | } 
a ceases sade _..| 1,100,000 | 940, 000 987, 000 
Breeze_ satis Oihacasd ani ie : 224, 000 188, 200 197, 600 | 
Iowa: Fort Dodge___________|__- Bad cae 1,980,000 | 1, 630, 000 | 1, 712, 000 
Kansas: | 
Emporia it haieda — “ 600, 000 474, 000 | 498, 000 | 
Leavenworth._________| Post office and courthouse__- 968,000 | 798, 000 | 838, 000 | 
a... Post office, etc. ; 218,000 | 184,400 | 193, 600 
Louisiana: 
Jonesboro ll = Wie dansele : - 365, 000 311, 000 | 326, 000 | 
Minden... ‘ Pe iircsomeitnn ee 412, 000 305, 000 | 320, 000 
Maryland: | | 
Baltimore 2 ....------| Federal office building -- ----| 19,170,000 | 16, 290,000 | 17, 105, 000 
Denton__ _..| Post office, etc. ; .| 415, 000 | 355, 000 373, 000 
Massachusetts: Boston___- | Federal office building 28, 150,000 | 22,715,000 | 23, 851, 000 
Minnesota: 
Bemidji ‘ Post office, ete. -- : , 200, 000 | 965, 000 1, 013, 000 
Brainerd risks ae ee 612, 000 | 478, 000 502, 000 
Moorehead E esene ne ca . 555, 000 | 437, 000 | 459, 000 
Redwood Falls_- ae sitet ake alaa ’ . | 440, 000 375, 000 | 394, 000 
Mississippi: 
Greenville ..| Post office and courthouse... , 200, 000 | 025,000 | 1,076, 000 
RE cn cccceo~- --| Post office, ete... --- ; 829, 000 712, 000 748, 000 
Missouri: | 
Marshfield - - - --- ia math ewas a j 324, 000 277, 500 291, 000 
Moberly. --.--- | .do ae ‘ 487, 000 | 418, 000 439, 000 
St. Louis ? ___.-| Federal office building... --| 13, 760,000 | 10,020,000 | 10, 521, 000 
| Remodeling construction. | 6,740,000 |} 5,710,000 | 5, 996, 000 
New York: 


Brooklyn Courthouse and Federal office | 15, 200,000 | 12,885,000 | 13, 530, 000 
| building. | 
New York City......... | Customhouse and Federal office | 65, 100,000 | 53, 610, 000 56, 290, 000 




















| building. 
See footnotes at end of table, p. 116, 
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Esti- Addi- 
mated Increase tional hu 
Differ- | interest Increase | Totalin-| in con- miscel- Total | Current iH 
erence in| and tax | Current | in pack- | crease in| tingen- | Change | laneous | increase | maxi- ii 
construc-| during | estimate aging | construc-| cies and in site costs in cost mum im 
tion cost | construc-| of pack- cost tion cost | architect- cost not in | 9, 10, 11, | limit of iu 
(4—3) tion in- aging (7—6) (5+8) | engineer- original 12 cost 1} 

cluded in ing costs pro- i 
prospec- spectus 





tus 
(6) 














(5) 









(7) (8) (9) 


(10) (11) (12) 


(13) (14) 








$953, 000 | $855,000 | $2,100,000 | $1,245,000 |$2,198,000 | $82, 000 © | $40,000 |$2,320,000 |$24,580,000 
1, 327,000 |1, 194,000 |2, 925,000 |1, 731,000 |3,058,000 | 113, 000 0 | 44,000 |3, 215, 000 |34, 205, 000 




















984, 000 
647, 000 
1, 910, 000 
491, 000 


885, 000 
583, 000 
1, 080, 000 
465, 000 
1,010, 000 
2,080, 000 


2, 169, 000 | 
1, 427, 000 
2, 330, 000 
1, 083, 000 
1, 998, 000 
3, 700, 000 


1, 284, 000 


844, 000 
1, 250, 000 


2, 268, 000 
1, 491, 000 
3, 160, 000 
618, 000 |1, 109, 000 
988, 000 |1, 894, 000 
|1, 620,000 |3, 298, 000 


85, 000 
57, 000 
120, 000 
45, 000 


0 
— $524, 000 
—710, 000 
—212, 000 
—125, 000 
—258, 000 





47,000 |2, 400, 000 
32, 000 | 1, 056, 000 
40,000 | 2, 610, 000 
23,000 | 965,000 
37,000 |1, 885, 000 
57,000 |3, 225, 000 


27, 650, 000 
17, 331, 000 









































































4,300 | 26,900 | 22,600 | 47,600 1, 600 0} 5,800} 55,000} 327, 1 
6,000 | 29,000 | 23,000 | _ 77,000 6, 000 0| 5,000} 88,000 | 367, a4 
310,000 | 717,000 | 407,000 | 732,000 000 0 000 | 780,000 








22, 000 89, 000 57, 000 97, 000 110, 000 
41,000 | 163,000 | 122,000 196,000 8, 000 0 | 17,000 | 221,000 | 1, 950,000 
325,000 | 820,000 | 495,000 | 867,000 4 933, 500 


1, 475, 000 1, 223, 000 |2, 447, 000 2, 600, 000 


Ras Bsx 
$33 888 




















1, 224, 000 2, 698, 000 












































413,000 | 425,000 | 910,000 | 485,000 | 898, 000 974, 000 | 11, 184, 000 re 
|1, 822, 000 |1, 640, 000 |4, 017, 000 |2, 377, 000 |4, 199,000 | 154,000 |—1,688,500 | 57, 000 |2, 721, 500 |48, 021, 500 i 
240, 000 | 220,000 | 530,000 | 310,000 | 550,000 | 23, 000 0 | 17,000 | 590,000 | 7, 010, 000 dl 
324,000 | 305,000} 713,000} 408,000} 732,000 | 30,000 0 | 18,000 | 780,000 | 9, 130, ce 4 

| 316,000 | 305,000 | 697,000 | 392,000 | 708,000} 29,000 0 | 23,000 | 760,000 | 9, 635, 000 “f 
| 13, 000 5,000 | 29,000] 24,000} 37,000 2, 000 0} 7,000] 46,000} 356,000 if 
| 59,000} 38,000} 130,000! 92,000] 151,000 6, 000 € | 13,000 | 170,000 | 1,750, 000 Wi 
19,000} 7,000} 43,000} 36,000} 55,000; 2,000 0} 6,000} 63,000} | 565,000 a 

e! 

| 47,000} 26,000 | 104,000 | 78,000 | 125, 000 5, 000 0 | 10,000 | 140,000 | 1, 240, 000 ae 
| 9, 400 5,500 | 21,000} 15,500] 24,900 1, 100 0| 5,000} 31,000} | 255,000 eg 
| 82,000} 54,000 | 180,000 | 126,000 | 208, 000 8, 000 0 | 14,000 | 230,000 | 2, 210, 000 | 










































24, 000 16, 000 52, 000 36, 000 60, 000 3, 000 0 7, 000 70, 000 670, 000 a 
40,000 | 31,000} 88,000} 57,000! 97,000 4, 500 30,000 8,500 | 140,000 | 1, 108, 000 a 
9, 200 4,000 | 20, 300 | 16, 300 25, 500 1, 100 | 0 4, 400 31,000 | 249,000 7 
15, 000 6, 000 34, 000 28, 000 43, 000 2, 000 0 10, 000 55, 000 420, 000 
15, 000 11, 000 34, 000 23, 000 38, 000 2, 000 0 8, 000 48, 000 460, 000 
815, 000 |1, 030, 000 |1, 796, 000 766, 000 |1, 581, 000 72, 000 0 37, 000 | 1, 690, 000 | 20, 860, 000 f 
18, 000 6, 000 39, 000 | 33, 000 51, 000 2, 000 0 7, 000 60, 000 475, 000 
1, 136, 000 |1, 930, 000 |2, 505,000 | 575,000 {1,711,000 | 98, 000 0 | 51,000 |1, 860, 000 |30, 010, 000 : 
48, 000 28,000 | 106,000 78,000 | 126,000 5, 000 0 9,000 | 140,000 | 1,340,000 t 
24, 000 11, 000 53,000 | 42,000 66, 000 3, 000 0 9, 000 78, 000 690, 000 3 
22, 000 12, 000 48, 000 36, 000 58, 000 2, 000 0 8, 000 68, 000 623, 000 @ 
19, 000 8, 000 42, 000 34, 000 53, 000 2, 000 0 5, 000 60, 000 500, 000 hy 
51, 000 29,000 | 113,000 84,000 | 135,000 6, 000 0 9,000 | 150,000 | 1,350,000 e 
36, 000 16, 000 78, 000 62, 000 98, 000 4, 000 0 9,000 | 111,000 940, 1 
13, 500 5, 000 30, 000 25, 000 38, 500 2, 000 0 5, 500 46, 000 370, 000 dl 
21, 000 8, 000 46, 000 38, 000 59, 000 2, 000 0 7, 000 68, 000 555, 000 
501,000 | 575,000 |1, 105,000 | 530,000 | 1,031,000 45, 000 0 | 34,000 /1, 110,000 j14, 870, 000 q 
286,000 | 265,000 | 630,000 | 365,000 | 651,000 26, 000 0 33,000 | 710,000 | 7, 450, 000 
645,000 | 860,000 [1,421,000 | 561,000 |1, 206,000 | 56,000 0 38, 000 |1, 300,000 | 16, 500, 000 f 
| | | i 
(3 680,000 |2, 840,000 |5, 978, 000 |3, 138, 000 |® 818,000 | 225,000 0 57,000 |6, 100, 000 [* 200, 000 i 














Location, State and city | Maximum | Estimated 
Purpose | limit of construc- 
| cost | tion cost 
(1) m@ | @ 
Ohio: 
Cincinnati ? ...-.| Federal office building /$21, 700, 000 |$17, 290, 000 
Tweae.......... Te “eas 4,950,000 | 3, 943. 000 
Oklahoma: Oklahoma Courthouse and Federal office | 7,140,000 | 5,680,000 | 
City.! building. 
Oregon: Portland $____....._| Federal office building _| 5,092,000 | 
Pennsylvania: | 
ee Post office, ete is: Byte 310, 000 | 265, 000 
Pittsburgh 2_.____.____ | Federal office building - ____- ...| 28, 960,000 | 20, 450, 000 
South Carolina: Manning __| Post office, etc 364, 000 | 309, 000 
South Dakota: Sisseton.---_.|.....do.-......._.. 530, 000 450, 000 
Tennessee: | | 
ON is, oe eg cet see na iad 275, 000 235, 400 
Smithville Sa Bee Redan citable 263, 000 | 215, 800 
Texas: 
eee s......-- > | Courthouse and Federal office | 24,490,000 | 19, 246,000 
| building. | | 
Daingerfield........_.__- Post office, etc aie wal 216, 000 183, 000 
Houston.................| Courthouse and Federal office | 15, 300,000 | 11,375,000 
building. 
McKinney_ -- f Post office, etc. 480, 000 | 412, 000 
Ne A 4 620, 000 | 531, 000 
San Marcus. .--_..- a 3 576, 000 | 412, 000 
PS a OR i ie ae aek 392, 000 | 326, 000 
Victoria... _- ........| Post office and courthouse...........| 1, 563,000 1, 213, 000 
co Salt Lake City 2__ Federal office building- - -- | 7,600,000 | 6, 525, 000 
rginia: 
Franconia 3_. Federal Supply Service Warehouse..| 7, 500,000 |._._.._- 
Portsmouth _- a Post office, ete. ..- ait at dicsindl ile MERA 2, 797, 000 
Waynesboro... Deets dete ncas ot ble Sees Sten | 380,000 | = 320, 000 
West Virginia: | 
Charleston __- Courthouse and Federal office 3, 820,000 | 3,018, 000 
building. | | 
Martinsburg. --- Postoffice and courthouse - - - oom | 1, 400,000 | 1, 200, 000 
Mount Hope. ..__......-- Mines building... --- day nein cKO 700, 000 | 585, 000 | 
Ronceverte..............| Post office, ete--.-_-- cu =e ial 255, 000 | 220,000 | 
Hawaii: Wailuku___...._._-|-..-- Rt ae es | 757,000 | 648, 000 | 
PAGE tbndichhadunndmlcadencdtanbwtiemniioussabbancceensscp anus ty eye Be meee 


1 Increase in scope. 
2 Project being restudied. 


| 
carne 
| 
| 
| 


*? Purchase of existing building. 


Estimate of cost increases on purchase contract projects 
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Approved prospectus 





Saeeeety, 


j 






Current 
estimated 
construc- 
tion cost 


(4) 


$18, 155, 000 
4, 140, 000 
6, 730, 000 


278, 000 
21, 473, 000 
324, 000 
472, 000 


247, 000 
226, 400 


20, 208, 000 


192, 000 
11, 944, 000 


433, 000 
558, 000 
433, 000 
342, 000 

1, 275, 000 

6, 851, 000 


~” 2, 937, 000° 
336, 000 
3, 170, 000 


1, 260, 000 
680, 000 
231,000 | 
680, 000 





'520, 711, 600 
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Addi- 














Esti- iy 
mated Increase tional 
Differ- | interest Total in-| in con- miscel- Current 
ence in | and tax | Current | Increase | crease in| tingen- Change | laneous | Increase} maxi- 
construc-| during | estimate | in pack- | construc-| cies and in site costs in cost mum 
tion cost | construc-| of pack- | age cost | tion cost | architect- cost notin | 9, 10,11, | limit of 
(4—3) tion in- age (7—6) (5+8) | engineer- original 12 cost 
cluded in ing costs pro- 
prospec- spectus 
tus | i 
| ‘ 
(5) (6) (7) | (8) (9) (10) (11) (12) (13) (14) 
$865, 000 | $990, 000 |$1,906,000 | $916,000 |$1,781,000 | $75, 000 0 | $44,000 |$1,900,000 |$23,600,000 
197, 000 168, 000 435, 000 267, 000 464, 000 19, 000 0 17, 000 500, 000 | 5, 450, 000 
1, 050, 000 270, 000 700, 000 430. 000 |1, 480, 000 90, 000 0 40, 000 |1, 610, 000 | 8, 750, 000 ha 
sabecnbccleamevudesd anahaahsdieenaes bkekteihadaneenagd OU aes os ee ie 
13, 000 5, 000 29, 000 24, 000 37, 000 2, 000 0 6, 000 45, 000 355, 000 ‘i 4 
1, 023, 000 |1, 335, 000 |2, 244,000 | 909,000 |1, 932, 000 85, 000 0 | 48,000 |2, 060, 000 |26, 020, 000 a 
, 000 6, 000 34, 000 28, 000 43, 000 2. 000 0 6, 000 51, 000 415, 000 ‘| 
22, 000 9, 000 50, 000 41, 000 63, 000 3, 000 0 9, 000 75, 000 605, 000 ; 
11, 600 4,000 26, 000 22, 000 33, 600 2, 000 0 5, 400 41, 000 316, 000 
10, 600 5, 300 24, 000 18, 700 29, 300 2, 000 0 5, 700 37, 000 300, 000 
962, 000 |1, 104,000 |2, 122,000 |1, 018, 000 /|1, 980, 000 83, 000 0 37,000 |2, 100,000 | 26, 590, 000 
9, 000 4, 000 20, 000 16, 000 25, 000 1, 000 0 5, 000 31, 000 247, 000 
569, 000 610, 000 |1, 254, 000 644, 000 /1, 213, 000 51, 000 0 26, 000 |1, 290,000 |16, 590, 000 
21, 000 10, 000 45, 000 35, 000 56, 000 2, 000 0 7, 000 65, 000 545, 000 
27, 000 11, 000 58, 000 47, 000 74, 000 3, 000 0 8, 000 $5, 000 705, 000 
21, 000 8, 000 46, 000 38, 000 59, 000 2, 000 0 8, 000 69, 000 645, 000 
16, 000 6, 000 36, 000 30, 000 46, 000 2, 000 0 5, 000 53, 000 445, 000 
62, 000 29, 000 134, 000 105, 000 167, 000 9, 000 0 11, 000 187,000 | 1,750,000 : 
326, 000 285, 000 719, 000 434, 000 760, 000 30, 000 0 20, 000 810, 000 | 8, 410, 000 i 
es a eT re ee eee _____.-...| 7, 500, 000 1 
140, 000 89, 000 309, 000 220, 000 360, 000 14, 000 0 11, 000 385, 000 | 3, 960, 000 ‘| 
16, 000 6, 000 35, 000 | 29, 000 45, 000 2, 000 0 8, 000 55, 000 435, 000 
152, 000 113, 000 333,000 | 220,000 372, 000 15, 000 0 13, 000 400, 000 | 4, 220, 000 
60, 000 31, 000 133, 000 | 102, 000 162, 000 6, 000 0 12, 000 180, 000 | 1, 580, 000 
95, 000 26, 000 68, 000 42, 000 137, 000 —8, 000 0 7, 000 136, 000 836, 000 
11, 000 4, 000 24, 000 20, 000 31, 000 2, 000 | 0 z aa 40, 000 295, 000 
32, 000 13,000 | 71,000} 58,000 90, 000 4, 000 0 L 103, 000 860, 000 
ee ee Ria ete Lec rere LL eee LA Hee 
26,499,300 26,208,100 |54,722,200 28,514,100 |55,013,400 |2, 256, 300 | —$3,470,000 |1,372,300 | 55,172,000 — 
| | i | 
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UNDEVELOPED FEDERAL BUILDING Sires REPoRTED By Post OFFICE 
DEPARTMENT AS Excess To Its NEEDS 





There are set forth below the communities where the Post Office Department 
has heretofore informed the General Services Administration that the sites were 
no longer needed for development for postal purposes and the date of disposal, 
where such action has occurred. 






T 
| | | 
GSA contro] No. Location Disposition | 


Date of disposal 


j | 
| 
















































G—Ala-429_____- | Alabama City (Gadsden), Ala..| Certified surplus. | 
G-Ala-428 _ - Elba, Ala-. Sold May 1956. 
G-—Ala-435 - - Linden, Ala__. do__. January 1957. 
G-Ark-424_.....| Bald Knob, Ark. -- bana | December 1956, 
G-Ark-425...... |; Mountain Home, Ark__-._----- -do ‘ April 1956. 
G-Cal-568 _ ...-- | Antioch, Calif “ ..| Certified surplus 
G-Cal-525...... | Los Angeles, Calif., Eagle Rock do a 
| Station. j 
G-Cal-528.....- | San Leandro, Calif i cond do__. 
G-Cal-529_.....| Wilmington, Calif---_-- Sold ‘ July 1956, 
G-Cal-530......| Yreka, Calif do January 1957. 
G-Del-412__. Middletown, Del-.-- Certified surplus | 
G-Fla-448_.._.- Vero Beach, Fla-.---.-- : Sold | December 1956. 
G-Ga-442______- | Hogansville, Ga do | July 1956. 
G-Il-435 ..| Chicago, Ill., Jackson Park do | January 1956. 
| Station, 
G-Il-433-.....- Earlville, Tl Certified surplus. | 
G-Dl-432 Momence, Ill Sold March 1956, 
G-I-431 | Washington, Tl. Disposal withheld at request of | 
Post Office Department. | 
| Guthrie Center, Iowa- j Condemnation proceedings dis- | 
missed. 
| Boston, Mass., Back Bay Post | Held by GSA for trading media | 
| Office. 
G-Mass-479___.| Indian Orchard, Mass__-- Sold | May 1956. 
G-Mass-480_...| West Warren, Mass a | December 1956, 
| Bessemer, Mich Condemnation proceedings deferred | 
| | at request of Post Office Depart- | 
ment. 
G-Mich-434_..._| Newago, Mich. Certified surplus- 
G-Minn-42i1_.._| Dassel, Minn--- Sold | October 1956, 
| Cape Girardeau, Mo | Subject to retransfer to city under | 
| Public Law 602, 84th Cong. } 
G-N Y-473___..- Hartsdale, N. Y__-- | Sold é December 1956. 
G-N Y-474___.._| Lynbrook, N. Y. -- j Certified surplus- | 
G-N Y-475__....| Palmyra, N. Y ‘ aii 
G-N Y-476 __- Tarrytown, N. Y..---- cal do 
G-Ohio-459_____| Carey, Ohio ___ do 
| Cleveland, Ohio, Post Office | Held by GSA for assignment to U. 
| Garage. 8. Coast Guard. | 
G-—Ohio-455_____| Harrison, Ohio A Certified surplus 
G-Ohio-461___._| Milford, Ohio Sold . | November 1956. 
Akron, Ohio. -- |} Condemnation proceedings dis- | 
| | missed. 
+-Okla—420 Atoka, Okla Certified surplus 
G-Okla-419___ Lindsay, Okla do 
G-Pa-449 ...| Minersville, Pa Sold December 1956. 
G-Pa-450___....| Mount Carmel, Pa . do February 1957. 
G-Pa-451__.....| Shippensburg, Pa___- | Certified surplus. -- 
G-Pa-452__.....; Verona, Pa do 
G-PR-412._._...| Arecibo, P. R. cela ctpiaialiaate aan 
G-SC-411___.._.| Aiken, 8S. C. (2,190 square feet | Sold July 1954. 
off additional land). 
G-SO-417___._..| Lake City, 8. C | Certified surplus | 
Sisseton, S. Dak _-_- Held for GSA lease-purchase proj- 
ect. | 
G-Tex-526 Carthage, Tex_....._.-- | Sold | February 1956. 
G-Tex-524___. McCamey, Tex. ; | do | January 1956. 
G-VT-407.. Island Pond, Vt | Certified surplus 
G-VA-410. ._. Falls Church, Va ‘ Certified surplus; disposal with- | 


held pending completion of stud- | 
ies by Post Office Department. 







G-V A-440. ... Lawrenceville, Va sia Sold | July 1956. 
G-V A-446.___..| Norfolk, Va 5 Transferred to HH FA : October 1956. 
G-Wash-502__..| Tacoma, Wash _....-.-.| Block 1303 sold. Block 1302 held | December 1956. 


by GSA for possible Federal | 
building project. 
G-Wis-418__.._. Tomahawk, Wis .....| Sold 

G-W yo-419____- Loven, WY0..........- .| Certified surplus 


February 1956. 
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Mr. McGregor. If the gentleman will yield, do I understand that 
the Post Office Department does not own a single square foot of space 
now? It has all been turned over? You have declared it surplus 
and turned it over to the General Services Administration? 

Mr. Kies. We were talking about vacant land. 

Mr. Jones. That is right. 

Mr. Kies. The Post Office Department does hold title to one piece 
of property in the mail-equipment shops in Washington, D. C., but 
does not hold title to any other property. The General Services 
Administration holds the title. Of these 200 or so sites that have 
been acquired by General Services Administration for postal use, as 
we have studied them and determined we could use them we have 
asked General Services Administration to assign them to us for the 
purpose of lease-purchase. Otherwise they remain with General Serv- 
ices Administration subject to our possible use. We have declared 55 
of them surplus. Those we can no longer use, and we have so notified 
the General Services Administration. 

Mr. Jones. You were present yesterday, and I am sure you heard 
the testimony of Mr. Franklin Floete, the Administrator of General 
Services Administration, in which he testified that one of the principal 
reasons why they had not been able to get acceptable bids was due to 
the low interest rate. 

As I understand your testimony, Mr. Kieb, you do not have the 
same fears or apprehensions about future negotiations as a result of a 
fixed 4-percent interest rate? 

Mr. Kies. Let me put it to you this way, Mr. Jones. I do not feel 
that we have adequately explored and worked the field 

Mr. Jonzgs. I understand. 

Mr. Krier. So as to come to the point where we can say that that 
is the one dominant reason why we have been unsuccessful. 

Mr. McGreeor. Will the gentleman yield? 

Mr. Jonss. Yes, sir. 

Mr. McGreeor. Is it within your province to say that the field is 
carefully explored, or is that the province of the General Services 
Administration? 

Mr. Kiss. No, sir. On post-office projects the entire responsibility 
for advertising them and developing the field and getting bidders is 
ours. 

Mr. McGregor. Then you say your Department has not done a 
good job as far as that is concerned? 

Mr. Kier. I would say our Department can always do a better job. 

Mr. McGrecor. That sounds very nice. I hope you say, ‘“‘We will 
do a better job.” 

Mr. Kiss. We are trying to do a better job. 

Mr. McGrecor. Thank you. 

Mr. Jonrs. Mr. Floete further testified on yesterday that he had 
proposed to the Treasury Department that the interest rate be in- 
creased to 5 percent. Did you join Mr. Floete in making that recom- 
mendation to the Treasury Department? 

Mr. Kies. I was not aware he had made it, and I did not join with 
him, 

Mr. Jonzs. In the event that the Treasury Department agrees to 
an increase from 4 to 5 percent interest, do you think that the Post 
Office Department could continue to acquire bidders at a 4 percent 
interest rate? 
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Mr. Kies. I think we will follow Administration policy in that 
regard. I would hope that we could offer our packages through a 
single criterion of rent. 

Mr. McGregor. Will the gentleman yield? 

Mr. Jonzs. In just a minute, and I will be happy to yield. So 
you could not forecast at this time whether the interest rate in the 
future will be 4 or 5 percent? That decision would not be made by 
the Post Office Department, but would be made by the Treasury 
Department or the Administration, with respect to its money policies? 

Mr. Kreps. You are correct, sir. However, if we were convinced 
that 4 percent was the principal limiting factor we would request a 
change. 

Mr. Jones. But it is a factor? 

Mr. Kies. It is a factor? 

Mr. Jonzs. Yes. 

Mr. McGrecor. Will the gentleman yield? 

Mr. Jones. I yield. 

Mr. McGreecor. If we would say it would be permissible to charge 
percent, it does not prohibit a contractor from bidding 4% percent; 

oes it? 

Mr. Kies. And I think competition would probably bring some of 
them down—public competition. 

Mr. McGregor. I am in complete accord with that. Would you 
agree with this statement: That when we have designated 4 percent as 
the logical interest, it is so close to the amount of interest that is being 
paid to the depositor in a bank or a building and loan that we are 
Keeping a lot of people out who might take a chance if we put it up 
to 5 percent. They might take a chance and bid 4 or 4% percent. 

Mr. Kies. I most certainly think you would broaden the market 
considerably. 

Mr. ScuppErR. Will you yield, Mr. Chairman. 

Mr. Jones. You may ask your question, Mr. Scudder. 

Mr. Scupper. Would it not materially affect the carrying out of the 
program by the Post Office Department if there were a provision in 
the law that would require that, as soon as a contract were made with 
a contractor for the construction of a post-office building that was 
under a direct contract of purchase by the Federal Government for 
its use, that it would be exempt from taxes during that period of time? 

Mr. Kres. It would certainly reduce our annual costs. 

Mr. Scupprr. And bring you more in line with getting successful 
bidders, even under the present interest? 

Mr. Kies. No; I do not think it would affect the bidders at all, 
Congressman, because we offer these package bids on what is known 
in the market as a practically net basis. All bidders use an annual 
tax dollar figure which we supply to them after we have talked with 
the community as to what the assessment will be and what the cur- 
rent rate is as a base. Then we pay reimbursement for increases in 
taxes during the period of time, and he must in turn reimburse us for 
any possible decrease in taxes. 

So all it will do, I think, would be to eliminate some of the servicing 
work. To that extent you are correct. Otherwise, I do not think it 
would make any difference. 

Mr. Scupper. Is there a difference then 
Mr. Jonzs. I yielded to the gentleman for a question. 
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Mr. Scuppsr. I want to ask you just one more question, to see if 
‘we are getting the same answer from the General Services Administra- 
tion as we are getting from the Post Office Department. That is the 
point I desire to make. 

As I understood the testimony yesterday, the interest was an added 
cost under the construction by General Services Administration. Is 
there a difference between your method of dealing with a contractor 
and that used by General Services Administration in their contracts? 

Mr. Kies. I am not thoroughly familiar with all of the methods 
used by General Services Administration, but we do bid a single- 
package bid; and only a single-package bid. 

Mr. Scupprer. And you reimburse the taxes? 

Mr. Kies. We reimburse the taxes. 

Mr. Jones. Mr. Kieb, we authorized the construction of a Post 
Office Department building in the city of New Orleans at a cost of 
$17,514,000. 

Mr. Kies. That is a General Services Administration project. 

Mr. Jones. Are you familiar with that project? 

Mr. Kies. Not intimately, sir. 

Mr. Jones. That project is on a lease-purchase arrangement, 
costing initially $17 million. Over the life of the project, running 
25 years, the Federal Government will pay in local taxes $6,800,000. 
Do you think that that is a highly prudent business policy for the 
Federal Government to consider? 

Mr. Krier. You are asking a personal opinion? 

Mr. Jones. Yes. 

Mr. Kies. And it has nothing to do with the Department’s position? 

Mr. Jones. Yes. 

Mr. Kies. It is just my personal opinion. 

Mr. Jones. Yes, sir. 

Mr. Kies. I believe that the Federal Government has an obligation 
to reimburse a community for the costs of services which it requires 
from that community, on a project which serves a greater area than 
the city in which it is located. 

Mr. Jones. Do you think that it should be a general policy of the 
Post Office Department to pay local taxes on structures built in 
various communities throughout the country to serve the people 
that reside in that community? 

Mr. Kren. We do not do that. 

Mr. Jones. Under the lease-purchase program you do, Mr. Kieb. 

Mr. Kies. The taxes are paid on the building only where the land 
is Government owned during the period of the purchase contract. 

Mr. Jonzgs. Yes, sir. 

Mr. Kreps. And when title vests in the Government it becomes tax 
exempt. 

Mr. Jones. I understand that, but that is still a cost that the 
Federal Government pays during the contract life of the building. 

Mr. Kies. You asked my opinion on a general broad policy. 

Mr. Jongs. Yes, sir. 

Mr. Kies. As a general broad policy, when the Federal Govern- 
ment sequesters service from a community and its services really 
serve more people than are in that community, it is my personal 

opinion that the Government should in some way reimburse that 
local community for those costs of services. Beyond that I am not 
going to commit the Post Office Department to a policy, sir. 
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Mr. Jongs. It is a policy that you have to pay under the lease- 
purchase arrangement. 

Mr. Kres. That is right. 

Mr. Jones. And if you go into a community and there is an ad 
valorem assessment to pay for a swimming pool, then the Post Office 
Department makes tax payments for that just like the other free- 
holders in that community. 

Mr. Kies. That was established by the Congress, of course. 

Mr. Jonus. That is the question I am propounding to you. Do 
you think that is a wise and prudent business policy on the part of 
the Federal Government? 

Mr. Kies. I personally—to go back to what I said, I think the 
Government—lI personally feel that the Government has an obligation 
to reimburse the local municipal government for the costs of the 
services it uses. 

Mr. Scupprer. That has never been exercised by the Federal Gov- 
ernment. 

Mr. Jonzs. That is the law. 

Mr. Kies. I do not know. The law says we pay the taxes. 

Mr. Scupper. I know that. 

Mr. Kres. And as a Department policy we do. 

Mr. McGregor. That was passed by the Congress. We made 
that law. 

Mr. Jonzs. Yes. 

Mr. Kies. That is the will of Congress, and the policy established 
by Congress. 

Mr. Jones. Do you have any recommendations for any specific 
items you think would be a legitimate cost to the Federal Government 
for them to pay in the way of taxes to local municipalities for those 
services? 

Mr. Kies. No, I do not. 

Mr. Jonus. You would agree we should have some universal policy 
m thut respect? 

Mr. Kies. I am thinking in terms of the cost of fire protection and 
police protection and the cost of utilities which are a burden on the 
community. 

Mr. Jongs. Which do you think is the cheapest way for the Federal 
Government to acquire Federal buildings and post-office buildings— 
by direct appropriation or lease-purchase? 

Mr. Kies. There are circumstances under which the Post Office 
Department should not use a building for a long period of time. 

Mr. Jonus. I understand that. 

Mr. Kies. There are certainly circumstances when a building built 
under a Federal publie-works program would be less costly to the 
Government, There are other circumstances under which lease- 
purchase could be used advantageously. 

There are other circumstances under which the leasing program is 
the best possible means. 

Mr. Jones. I recall your testimony along that line. Now to acquire 
a building, one of those that have been approved by the House Public 
Works Committee and the Senate Public Works Committee, in your 
opinion could those buildings be acquired cheaper by. direct appro- 
priation or by paying 4 percent or 5 percent interest for the life of 
that and by paying the taxes in addition to it? Which could be ac- 
quired the cheapest, in your opinion? 
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Mr. Kies. There can be no question, Mr. Chairman, that a Federal 
public-works program based on a 3-percent-interest cost for the use 
of the money, and without any local taxes, is going to be the one with 
the lowest cost to the Government. 

Mr. Jonus. Yes. 

Mr. Kies, However, the circumstances under which that method is 
used must be carefully analyzed, and it fits into many economic factors 
which are not part of the Post Office Department’s prerogative. 

Mr. Jonres. Can you give us an example of one of those exceptions 
that have been approved by the Public Works Committees of the 
Congress that could not be acquired cheaper by direct appropriation 
than it could be acquired under lease purchase? 

Mr. Kies. If there were appropriations available and it was the 
policy of the Congress to provide public-works appropriations, I 
could only assume that having owned the land for 26 years they would 
have built them. Not having that method available, the only avail- 
able tool or route we have is lease purchase. 

To that extent that has been our best route. 

Mr. Jonzs. Yes, sir. I appreciate what you are saying. How- 
ever, the question that I have propounded to you is whether or not 
you can give us some exceptions to any of the approved projects that 
the Post Office Department submitted to the Congress, where they 
could be acquired cheaper under lease purchase than they could by 
direct appropriation. 

Mr. Krzr. I must make an assumption. Assuming that the money 
is available within the public debt, and that the Government can 
provide the money at a 3-percent- -bond rate, there is not a single one 
of these lease-purchase projects which could not be achieved at lower 
cost. 

Mr. Jonus. That is the question. 

Mr. McGracor. Will the gentleman yield? 

Mr. Jonzgs. Yes, sir. 

Mr. McGrueor. Assuming that the money we are spending on 
that building is not costing any interest, and assuming we are not 
paying any taxes, is that the basis on which you made your statement? 

Mr. Kia. Assuming that the cost of the building is such that con- 
struction costs can be held to a competitive type of building, and that 
the interest rate for the borrowing of the money by the F oderal Gov- 
ernment was 3 percent, that would be less costly than lease purchase. 

Mr. McGregor. I would like to ask one more question if I could, 
Mr. Chairman. You mentioned that we had some land, lots or tracts, 
that we have owned for 26 years and have not construc ted a post office 
on. Was not that very thing the reason why we enacted the lease- 
purchase law? Because we recognized that the Congress would not 
give direct authorizations and direct appropriations for all of the 
buaings that were needed, because we recognized that if such a bill 

‘ame on the floor of the Congress, the Congress being human and 
loahine after everyone would say, ‘‘ Well, I am entitled to a post office 
just the same as the other fellow,” and the first thing you know would 
we would have the authorization so high that no Appropriations Com- 
mittee would ever give it consideration. Would you assume that to 
be correct? 

Mr. Kies. I recall those very facts being brought out in discussions 
and conferences. Yes, sir. 
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Mr. McGrecor. That is all, Mr. Chairman. 

Mr. Jones. My final question, Mr. Kieb, is this. In your opinion 
which would be the most expeditious way to construct buildings, 
through the lease-purchase arrangement or by direct appropriation? 

Mr. Kies. When the lease-purchase tool is worked out I think that 
will be practically the same as far as the planning or the time necessary 
for the planning and bidding, between the time it is approved and the 
time on which we take possession. 

I think they should be about the same. 

Mr. Jonrs. Do you mean to say now that had the Congress in 1954 
passed an authorization and appropriation to construct these post 
offices you would not have them underway at this time? 

Mr. Kies. Of course, my answer is largely conjecture, but I think 
that the Department, except for the time it was necessary to develop 
the new legal documents and get them cleared by all of the various 
agencies of the Government—I believe that the time, as of now, 
would be the same. 

Mr. Jones. As of now? 

Mr. Kres. Because the documents are ready. 

Mr. Jones. Now, Mr. Kieb, do you consider a $1,500 million 
program for 5 years an ambitious program in the light of the need 
to construct post offices and Federal buildings? 

Mr. Kies. I think that is a problem for the fiscal policy of the 
Government and not the Post Office Department. Certainly, as 
far as I am concerned, it is a lot of money. 

Mr. Jones. But we have $714 million worth of buildings already 
authorized, and they are going to cost in excess of $1,500 million. 
With your vast experience in the field, it seems to me, if you can 
get 2 buildings instead of 1, would you not believe it would be the 
better part of wisdom to appropriate the money and get twice as 
many buildings for the same money? 

Mr. Kies. That is not a matter for the Department nor for me 
personally to conjecture about. 

Mr. Jones. I see. 

Mr. Mack. Mr. Chairman, I am interested in how the Federal 
Government pays the taxes on these lease-purchase buildings. I 
understand from your testimony, Mr. Kieb, that, if the Federal 
Government is paying $5,000 in rental on a building which will 
ultimately be acquired under this act, taxes are not any part of that 
rent, but you issue a separate check over and above the $5,000 for 
the payment of taxes? 

Mr. Kies. No. In the advertisement to bid we establish an 
amount of money in dollars which we refer to as a tax base. We 
establish that amount of money by going to assessors in the com- 
munity and to the local community and determining in what value 
they would assess the property and what their current tax rate is. 
All bidders take that much money and put it in their rent bid against 
the payment of taxes. They then own the building and they pay 
the taxes. If the taxes exceed that much money, they pay them 
and they bill the Department for the increase in taxes. If the taxes 
are less than that amount of money, they pay the taxes and are 
required to rebate to the Department the difference. 

Mr. Mack. But the point I am making is the taxes are a part of 
the annual cost in lieu of rent. 
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Mr. Kres. That is correct. 

Mr. Mack. If the taxes were removed—and we were told yester- 
day it would amount to an increase of $273 million in cost on the 
$714 million, which is the cost of the buildings—if those taxes were 
removed and that requirement was no longer in the bill, then you 
would get around, to a certain extent, this annual] cost in liev of 
taxes, and make it much easier to obtain bids, would you not? 

Mr. Kres. Let me put it in my words. You said it would increase 
the amount of payments. 

Mr. Mack. Increase what? 

Mr. Kies. Increase the costs. It wil not increase the annual 

ayment, but taking the taxes out would decrease the payment. 
ou are correct. 

Mr. Mack. And make it easier to obtain bids. 

Mr. Kies. To the extent it would relieve the bidder of having to 
service the taxpayments. 

Mr. Mack. Then my question is this: If it is found to be legally 
feasible, and the committee should remove from the bill the tax 
requirement, would it not facilitate the building of more buildings? 

Mr. Krier. It would certainly reduce our annual budget, and, to 
the extent it would relieve bidders of the necessity of servicing those 
taxes and the mechanical work of paying them and asking us to re- 
imburse them in the event of excess, it should reduce their complica- 
tions and reduce our budgetary costs. 

Mr. Mack. I should think it would make the obtaining of bids a 
great deal easier. 

Mr. Kies. To some degree it will, sir. 

Mr. Mack. Those taxes are going to cost the Federal Government, 
under the $714 million of buildings already authorized, in excess of 
$11 million a year. If we can eliminate that cost item—— 

Mr. Kies. Of course, I cannot concur in that estimate, not having 
made it. 

Mr. Mack. That is what we were told yesterday by the General 
Services Administration witnesses. 

Mr. Kixs. But, if those estimates are sound, you are correct. 

Mr. Scupprr. Will the gentleman yield? 

Mr. Mack. Yes. 

Mr. Scupprer. I am glad you brought that out again, because it 
was my understanding from your remarks it would not affect the 
overal] costs. Most certainly, if there are over $300 million in taxes 
that the contractor has to assume, although you may have a book- 
keeping arrangement for the reimbursement, nevertheless, the overall 
cost of the project is that much higher than it would be if no taxes 
are involved, 

My idea has been—and I have been projecting this right along— 
that there are areas of our country and sections of our country which 
have given inducements to industrial firms too come into their com- 
munities with their manufacturing plants. In lieu of, and as a guar- 
anty to attract them, they have assured them they would give them a 
tax exemption for a period of a given number of years, for example, 
10 or 15 years. If the law provided that when you made a contract 
in a given community—I believe the Post Office Department is in a 
little different position than previous witnesses in that the post office 
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is a very valuable asset of any city or community and they are willing 
to cooperate to get better service and facilities for their people. 

Now, if the taxes were eliminated, you would get a much lower bid. 
You could eliminate all sorts of taxes; not only the services but the 
actual cost of taxes. The community, I believe, would be perfectly 
willing, as long as the property was under a direct commitment to be 
purchased by the Federal Government and was being used for that 
purpose, to accede to such a proposal and provide that such property 
would be tax exempt while used by the Federal Government. 

Mr. Kies. I think you are sound, Congressman. In some instances 
we have been able to work out a tax limitation with the communities 
by agreement. We have been able to work out reduced taxes by 
agreement with them for these projects. However, those agree- 
ments are only good as long as the present local municipal officials 
are in office. 

Mr. ScupprErR. But we could amend the law so that when you 
made a contract to build a post office you could go to the governing 
bodies and get that exemption on the ground it was being sold to the 
Federal Government and they were dutybound to take the property 
at the end of the contract period. I think that is a very important 
matter to be considered in this legislation. 

Mr. Kies. Financially, it would reduce our annual costs. There 
is no question about that. The rest of it I am going to leave to the 
legal brains to work out. 

Mr. Mack. Ten years after the buildings were completed, if the 
city should construct a new street in front of the post office, would 
the Federal Government under the Lease-Purchase Act reimburse 
the owner of the building for that improvement? Is that a taxable 
item? 

Mr. Kies. You mean if a municipality improved or widened a 
street and a sidewalk and they assessed the benefits against all adjacent 
property owners, would they also assess a lease-purchase project? 

Mr. Mack. A lease-purchase project where the Federal Govern- 
ment took it over. 

Mr. Kres. Would they assess it? 

Mr. Mack. They would assess it, but would the Federal Govern- 
ment reimburse the owner who is under contract to sell the property 
to the Government? 

Mr. Kies. I am not a lawyer and I am not familiar with the law 
in all cities and States, but it seems to me because the land is owned 
by the Federal Government and the land remains tax exempt, I 
would not believe we would be justified in paying such assessments 
levied against us without going to court. 

Mr. Mack. You might supply that for the record. In some cases 
the contractor owns the land and in some cases the Federal Govern- 
ment does. 

Mr. Kies. No. In all lease-purchase projects the Government owns 
the land. 

Mr. ScHwENGEL. Mr. Chairman, I would like to ask Mr. Kieb some 
qeustions. 

Mr. Jonrs. Mr. Schwengel. 

Mr. ScuwEenceEL. Mr. Kieb, this idea of the Government paying 
taxes through rent is not a new one. It that so? For instance, if 
you rent space in my community to handle the facilities of the Post 
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Office or any General Services Administration office you pay the 
rent and 

Mr. Kies. When we rent a privately owned property I am sure 
that taxes on that privately owned property are included in some 
portion in the rent we pay. 

Mr. ScowENGEL. Then if we exempted the taxes from this lease- 
purchase proposition we would be giving it special preference over 
some other instances which are comparable where the Government is 
using property. Is that right? 

Mr. Kren. I can understand the philosophy. I do not know 
whether it is legally correct or not. 

Mr. Scuwenae.. I would like to ask you this question. Have 
you ever studied, or are there any figures available which would 
show the increased cost of this program because we have not built 
in an orderly manner in the last 26 years? 

Mr. Kren. We have no figures to show that but I am confident— 
and it would take a lot of manpower to achieve such a study—but I 
am confident if the study were made that could set up in terms of 
dollars the inefficiencies of the postal system because we operate in 
these old Federal buildings and in inadequate space that is poorl 
lighted and without the material-handling facilities which we ead. 
it would certainly be a tremendous sum of money. 

Mr. ScowenGeu. One further question. Supposing by our bun- 
gling in Congress we do not continue to build and this is stopped. Is 
there a likelihood it will cost more to build these buildings 5 years 
from now than it will if we proceed now under lease-purchase, even 
if we pay 5 percent? 

Mr. Krier. I am not an economist, Congressman, but I cannot see 
any immediate reduction of costs of construction in the immediate 
future or any possibility of reducing costs of construction. 

Mr. Scuwenesu. One further question. Are there any instances 
in which, even if we pay 4% to 5 percent for the money to build, the 
Government would be actually saving money because of the rent we 
would be saving which we are now paying in certain instances for 
General Services Administration offices in various communities and 
for Post Office Department facilities? 

Mr. Kip. I believe that the rent dollars which are now being paid 
can be applied to the purchase of property effectively and economically 
and to the advantage of the Government. 

Mr. Scuwencei. And we would, in many instances, save money? 

Mr. Kies. In some instances that could be true. I know of no 
post office instances, however. 

Mr. ScHweENGEL. One further question. If we went ahead and 
built on the lease-purchase plan and the Government later on decides 
they want to pick up those contracts and pay for them, can we do 
that? 

Mr. Kies. Yes. Our contracts provide for an alternate bid which 
gives the right to the Government to pay the remainder of the con- 
tract out upon a small premium which gradually reduces over the 
balance of the contract. So the Government does have the right to 
come in and buy the remainder of the contract and take title to the 
property. 

Mr. Jones. Are there any further questions? 

(No response.) 
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Mr. Jongs. I have just two short questions. Did you participate 
with the other agencies in suspending the continuation of the lease- 
purchase program? 

Mr. Kres. Yes. We have followed the administration policy in 
temporarily deferring the offering of new projects to the market. We 
have also reduced requirements for new construction under our leasing 
eae That also has been cut back in line with the Administration 

olicy 
r However, we are hopeful that under emergent circumstances— 
really emergent circumstances—we can obtain, upon request, an 
exception from that policy. 

Mr. Jones. In the event there is an extension of Public Law 519, 
could you give this committee some idea as to when the Post Office 
Department and General Services Administration will resume lease- 
purchase? 

Mr. Kies. I cannot give you any opinion with respect to General 
Services Administration but with respect to the Post Office Depart- 
ment, if there are no other means available for us to get the space 
which we need in these communities, and the lease-purchase projects 
are bid at a price within the maximum estimated limitation, I would 
certainly request an exception from the policy, because in almost 
every one of these instances we are operating the Post Office Depart- 
ment under emergency circumstances. 

Mr. Jones. That is an exception, but generally it would be the 
policy of the Post Office Department to suspend until the administra- 
tion says that you can resume? 

Mr. Kres. I think that is a matter of general Government fiscal 
policy and not Post Office Department policy. 

Mr. McGrecor. I would like to ask for recognition for one moment. 
I see a couple of familiar faces in the audience and maybe some of our 
new Members do not know them. We have McGregor Goff here. 
Of course, that first name is very outstanding. He is a former 
Member of Congress. We are certainly glad to see you. 

I see another old timer up there who was not a Member of Congress 
but possibly was in more sessions of this committee than some 
members, and that is Bert Reynolds. 

Mr. Jonns. Thank you very much, Mr. Kieb, Mr. Barnard and 
Mr. Goff. Before we adjourn, Mr. Rappaport, I wonder if it would 
be too great an inconvenience for you to come at 10 o’clock tomorrow 
morning? 

Mr. Rappaport. No. That would be quite all right. 

Mr. Jonzs. I am sorry. We have not been able to complete the 
witnesses of the Post Office Department and get to the Bureau of the 
Budget. It was my hope we could keep on schedule, but you have 
been a witness to the protraction of our hearings here this morning. 

Mr. Rappaport. Yes, sir. 

Mr. Jones. Thank you very much. The subcommittee will stand 
adjourned until 10 o’clock tomorrow. 

(Whereupon, at 12:20 p. m., the subcommittee adjourned until 
10 a. m. the following day, Thursday, February 28, 1957.) 
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THURSDAY, FEBRUARY 28, 1957 


House OF REPRESENTATIVES, 
ComMITTEE ON PuBiic Works, 
SUBCOMMITTEE ON PuBLic BumLDINGs AND GROUNDs, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, in room 1302, 
New House Office Building, at 10:05 a. m., Hon. Robert E. Jones, 
chairman of the subcommittee, presiding. 

Mr. Jonus. The committee will come to order. Our first witness 
this morning will be Mr. Percy Rappaport of the Bureau of the 
Budget. r. Rappaport will you come around. Prior to your 
statement, Mr. Rappaport, I want to insert a letter, without objection, 
from Mr. Rappaport directed to the chairman of this committee, 
bearing date of February 26, 1957. 

(The letter of February 26, 1957, from the Bureau of the Budget to 
Hon. Charles A. Buckley, chairman of the Committee on Public 
Works is as follows:) 


EXxEcUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., February 26, 1957. 
Hon. CHarues A. BuckKLEy, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuatrMan: This will acknowledge your request of February 
12, 1957, for the views of the Bureau of the Budget on H. R. 4660, a bill to repeal 
the Public Buildings Purchase Contract Act of 1954, to require certain distribution 
and approval of new public building projects, and for other purposes. 

H. R. 4660 would repeal the lease-purchase authority now vested in the Ad- 
ministrator of General Services and the Postmaster General except for several 

rojects in the District of Columbia area and one project already underway at 
ock Island, Illinois. It would further authorize a building program by direct 
appropriation subject to approval of projects by the Senate and House Committees 
on Publio | — The bill would authorize appropriations of $1.5 billion through 
uly 1, 1 . 

This Bureau believes that the lease purchase method for acquiring Federal 
buildings is a useful tool and should not be abandoned. On the contrary, this 
authority should be extended beyond its present expiration date to determine its 
effectiveness in a normal market. The present temporary deferral of further 
bidding under the program is in consonance with the general policy to avoid 
aggravating an already excessive demand for money, labor, materials, and equip- 
ment. As soon as the present inflationary pressures in the construction industry 
subside, requests for bids on these projects will be resumed. 

The second objective of the bill is to authorize $1.5 billion in appropriations 
through July 1, 1962, for public buildings. This Bureau has no objection if the 
Congress wishes to affirm its intent that public buildings may be provided in 
accordance with the Public Buildings Act through direct appropriations, but we 
believe that such authorization should not be so specific as to give the impression 
that it commits the Government to a definite program in terms of both dollars 
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and years. We recommend the usual authorization for the appropriation of such 
sums as may be necessary to carry out the purposes of the act. 
Sincerely yours, 
Percy Rappaport, Assistant Director. 


STATEMENT OF PERCY RAPPAPORT, ASSISTANT DIRECTOR, 
ACCOMPANIED BY THOMAS J. GRAVES, ASSISTANT TO DIVI- 
SION CHIEF, FEDERAL-STATE-LOCAL RELATIONS, BUREAU OF 
THE BUDGET 


Mr. Rappaport. Good morning, gentlemen. 

Mr. Jones. Good morning, Mr. Rappaport. We are glad to have 
you today. 

Mr. Rappaport. Thank you. I appreciate the privilege of being 
here. _ I would like to introduce my associate, Mr. Thomas J. Graves, 
Assistant to the Division Chief, Federal-State-Local Relations, Bureau 
of the Budget. 

Mr. Chairman, I thought that I might read two paragraphs of this 
letter for the benefit of those who had not had the opportunity to 
read the letter. With your permission I will proceed. 

Mr. Jonzs. Yes, sir. 

Mr. Rappaport. The Bureau of the Budget believes— 
that the lease-purchase method for acquiring Federal buildings is a useful tool 
and should not be abandoned. On the contrary, this authority should be extended 
beyond its present expiration date to determine its effectiveness in a normal 
market. The present temporary deferral of further bidding under the program 
is in consonance with the general policy to avoid aggravating an already excessive 
demand for money, labor, materials, and equipment. As soon as the present 
inflationary pressures in the construction industry subside, requests for bids on 


these projects will be resumed. 
The second objective of the bill— 


and I am referring to H. R. 4660— 


is to authorize $1.5 billion in appropriations through [July (1, 1962, for public 
buildings. 


The Bureau of the Budget— 


has no objection if the Congress wishes to affirm its intent that public buildings 
may be provided in accordance with the Public Buildings Act through direct 
appropriations, but we believe that such authorization should not be so specific 
as to give the impression that it commits the Government to a definite program 
in terms of both dollars and years. We recommend the usual general authoriza- 
tion for the appropriation of such sums as may be necessary to carry out the 
purposes of the act. 

That is the statement I would like to make. 

Mr. Jongs. Any questions? 

Mr. Mack. Mr. Rappaport, just one question. The General Serv- 
ices Administration in testifying before the committee 2 days ago 
made the statement that the total estimated cost of the buildings 
already authorized was, in round figures, $715 million. They said 
that the annual payments on those buildings would amount to $53 
million a year. The bill which has been introduced by Mr. Jones 
provides for the authorization of $1,500 million of construction over 
a 5-year period, which would be an average of $300 million a year for 
new buildings. 

On the basis of the report, we could build $1,500 million worth of 
buildings at an annual cost of about $110 million by the lease-purchase 
method. In other words, with the lease-purchase arrangement we 
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‘could build about three times as many buildings, could we not, as 
we could at the same annual cost provided for in the Jones bill? 

Mr. Rappaport. I did not follow your figures. I understood you 
to say the proposed bill, or the bill H. R. 4660, would call for $300 
million a year. 

Mr. Mack. No. The proposed bill under consideration for general 
authorization of construction by the Federal Government calls for 
$1,500 million over a 5-year period. 

Mr. Rappaport. That is right. 

Mr. Mack. Which would be an average of $300 million a year. 

Mr. Rappaport. That is right. And if you used that kind of 
money each year that would exceed the figure you indicated a while 
ago would be the rental figure. 

Mr. Mack. No. If we adopted this. . and used that as the only 
means of obtaining Federal construction we would build $300 million 
worth of buildings per year on the average. 

Mr. Rappaport. Yes. 

Mr. Mack. By spending $300 million under the lease-purchase 
arrangement, we could build 3 times that amount of buildings. 

Mr. Rappaport. You could build 6 times that much on the basis 
of the $53 million figure you indicated. 

Mr. Mack. For the $714 million expenditure for the buildings, the 
annual cost is $53 million. 

Mr. Rappaport. Yes. 

Mr. Mack. So for $1,500 worth of buildings the annual cost would 
be $110 million, which would give you about 3 times as many build- 
ings under the lease-purchase arrangement as under the other. Is 
that roughly correct? 

Mr. Rappaport. That is approximately correct. Yes. 

Mr. Mack. Is there any limitation on the amount of buildings we 
can construct under lease-purchase? I think there is a limitation in 
the bill on both post office and the General Services Administration. 

Mr. Rappaport. I cannot distinguish between the two, but there 
is an outside rent figure that can be paid. 

Mr. Mack. There is a limitation on the amount of rent that can be 
paid each year. 

Mr. Rappaport. That is my recollection of the bill. 

Mr. Mack. Or during the first year at least. 

Mr. Rappaport. Yes. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Jones. Are there any questions? 

Mr. McGrecor. No questions, Mr. Chairman. 

Mr. Jonus. Thank you, Mr. Rappaport. You have done such a 
good job we do not even have to ask any questions. 

We have set aside today to hear the Members of Congress who 
wish to testify on the Lease-Purchase Act, either on behalf of or in 
opposition to the bill pending before the committee, on which we are 
holding hearings at the present time. 

We have here Congressman Frank Karsten, of Missouri. We are 
glad to have you, sir. 
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STATEMENT OF HON. FRANK M. KARSTEN, MEMBER OF CONGRESS 
FROM THE STATE OF MISSOURI 


Mr. Karsten. Mr. Chairman, I appreciate the opportunity the 
committee has accorded me to come Ted and make a statement 
this morning. For the purpose of the record, my name is Frank M. 
Karsten. Iam a Representative from the State of Missouri. 

My appearance this morning is to urge the passage of legislation 
which will enable the Federal building construction program to get 
underway. As the committee is aware, there are about 349 Federal 
building projects that are eligible for construction. Of this number I 
understand that 150 have been approved by General Services Ad- 
ministration, the committee, and the Bureau of the Budget. 

The General Services Administration has been trying for many 
months to proceed under the Lease-Purchase Act with the construction 
of these buildings. I have been in touch with the officials of the 
General Services Administration on many occasions and they frankly 
have told me that private investors are not interested in financing 
Government buildings because of the limitation on existing interest 
rates. The fact of the matter is that lease-purchase financing is con- 
sidered a long-range investment and private investors have shown a 
marked preference for guaranteed investments like FHA loans and 
others which provide 5 percent interest and even higher than that. 

As an illustration of the difficulties with which the General Services 
Administration has been confronted, during the month of December 
they opened bids for eight Federal building projects all over the 
country. On two they did not receive any bids at all. The others 
were all rejected, principally because the amounts were in excess of the 
figures which had been approved by the General Services Administra- 
tion, the Bureau of the Budget, and this committee. 

I might mention, under these contracts which were offered in 
December they contained very many liberal provisions such as 
penalty repayment clauses and other devices which would benefit 
private contractors, but private contractors were apparently not 
very much interested in the program. So far the Lease-Purchase 
Act has been an almost total failure. I think there has been one 
project actually started out at Rock Island, Ill., and possibly some- 
thing in the District of Columbia, but outside of that the law has not 
been providing the buildings as it was originally contemplated. 

Mr. McGrecor. Will the gentleman yield for a question? 

Mr. Karsten. Yes, sir. 

Mr. McGregor. You said it has been a total failure? 

Mr. Karsten. I said “almost.” I said “an almost total failure.” 

Mr. McGrecor. Almost. You will recognize in the 150 projects 
that they have submitted to this committee, and which we have 
okayed, there has been planning and the complete program is already 
set for contractual obligation. So you would not call that a waste 
or a failure; would you? 

Mr. Karsten. I might say there has been planning going on on 
Federal building projects for almost the 20 years I have been here. 
As a matter of fact on the St. Louis projects, we have been planning 
that I know of for 10 years and every year we draw up a different 
set of plans. But what we need is not a different set of plans but a 
set of buildings; and while we are doing very fine planning we are 
actually not getting very fine building. 
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Mr. McGreucor. Down in St. Louis if you people wanted it bad 
enough the banks can put up the money and you could get the 
buildings. 

Mr. Karsten. Unfortunately we are in a situation at the present 
time, where private investors are frankly not interested in these 
investments because they are simply not attractive. 

Mr. McGrecor. Because of the interest rate? 

Mr. Karsten. That is correct. 

Mr. Jongs. Let me ask you a question on the subject Mr. Mc- 
Gregor raised about the plans and site acquisitions ‘aia the General 
Services Administration and the Post Office Department have already 
invested in. 

Under the terms of the bill, H. R. 4660, all of that would be 
retained and utilized and there would be no loss from the plans that 
have already been drawn, would there? 

Mr. Karsten. I think perhaps you could use whatever has been 
actually done, under this law. I might say I have never been a 
very strong advocate of lease-purchase procedures. I supported the 
bill as it passed the Congress but I have never been strongly in favor 
of it. 

Last year I undertook to make a study of the costs under lease- 
purchase procedure as compared with direct acquisition costs. I 
had the Comptroller General prepare estimates showing what the 
difference in figures would be. I am not going to read the complete 
report but I should like to point out that the cost of the building 
of the 349 projects I have been talking about, the direct acquisition 
costs, assuming they are financed out of current revenues, would be 
$265,274,000. Under lease-purchase procedure the Comptroller Gen- 
eral estimated the cost would be $555,247,000. 

This latter figure includes real estate, taxes, commissions, interest, 
and other charges that arise under the lease-purchase procedure. 

Recently I requested the Comptroller General to make a study to 
see what the additional costs would be if interest rates were increased 
to 5 percent. I also have that report which I shall not read, but I 
would like to point out he estimates the price of the buildings at 5 per- 
cent interest to be $594,606,000. ‘The lease-purchase program, there- 
fore, would involve appropriations for additional costs of $329,332,000 
that would not be incurred if the buildings were purchased by direct 
acquisition. 

he Comptroller General, so far as I know, has not taken any direct 
position whether he is for lease-purchase in preference to direct acqui- 
sition, or vice versa, but I might say as early as last March a year ago 
the Comptroller General came to the conclusion, and I shall quote 
him, ‘direct Government financing is more economical.”’ That is the 
statement of Mr. Campbell, the Comptroller General of the United 
States, 

In my opinion, Mr. Chairman and members of the committee, rais- 
ing interest rates would not be an answer to the problem. ‘To allow 
it would simply add millions of dollars to the already excessive costs 
under the lease-purchase procedure. 

I also have a personal motive in being here this morning. Last 
year this committee was kind enough to approve a Federal office 
building and records center for the city of gf Louis. The Federal 


building is to replace a structure known as the old customshouse, 
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which is located at Eighth and Olive Streets. This building was con- 
structed about the time of the Civil War and has degenerated to the 
point now where it is considered an architectural antique. 

To illustrate this and show the character of the building I might 
cite one of the features of the building is armor-plated shutters on the 
windows. All of the windows have about three-quarters of an inch 
armor plate around them to defend the building against musketfire 
and gunfire. Of course they have outlived their usefulness. The 
ceilings are about 30 feet high. ‘There is a great waste of space. The - 
plumbing and heating and other maintenance systems are so far out 
of date that you cannot buy parts. If you need a part for your heating 
system it has to be made specially. 

The elevators which serve the building are two antiquated things 
that are so old they could be classified as collectors’ items. 

The best argument in the world for a new Federal building is to 
come out and take a look at the building we have in St. Louis. The 
records center which the committee approved is to be built in some 
outlying section to provide storage space for Federal personnel 
records and other documents presently stored in a private warehouse 
where we are paying rent. ‘The old personnel records must be retained 
for a period of about 75 years. It would seem much more economical 
to go out and buy a building and put the records in storage in that 
building rather than pay rent on the storage of these records for a 
period of 75 years. 

In view of the almost total failure of the Lease-Purchase Act to 
provide buildings, I believe the time has arrived when Congress should 
give serious consideration to the return to the old time-honored 
method of financing under the direct appropriation procedure. 

In my opinion the passage of the bill, H. R. 4660, would be a big 
step in the right direction and again put us on the road to where we 
could go ahead with the Federal building construction program. 

Mr. Chairman, I want again to express my thanks to the committee 
for letting me trespass on your time this morning and, if it would not 
unduly burden the record, I should like to ask unanimous consent to 
include the two reports of the Comptroller General which I cited 
earlier in my statement. 

Mr. Jones. Mr. Karsten I am sure the committee will be glad to 
receive those figures. However, the General Accounting Office rep- 
resentative testified before the committee and submitted the latest 
figures which are later than those that you have. 

Mr. Karsten. Fine. I will abide by the later figures. They are 
probably much more up to date than the ones I have furnished. 

Mr. Jonss. They are inclusive of all the projects that have been 
approved by the House and Senate Public Works Committees. We 
will be glad to receive them, however. 

Mr. Karsten. No. Mr. Chairman, I think we should let the later 
letters stand. 

Mr. Jonns. Any questions? Mr. McGregor. 

Mr. McGrecaor. Yes, I have, Mr. Chairman. Congressman, I 
note that you are advocating a direct repeal of the so-called lease- 
purchase bill and recommend going back to the old system, as you 
call it, of direct appropriations. 

Do you feel that the lease-purchase bill in any way repeals any 
sections of the old law? 
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Mr. Karsten. No, I do not feel it repeals the old law. As a matter 
of fact it is specifically stated that it is to be a supplement to the old 
aw. 

Mr. McGrecor. That is right. 

Mr. Karsten. But I might state that there has been almost 
complete reliance on the Lease-Purchase Act ever since it has been 
on the books. It has not been treated as a supplement, but treated 
as the main act. The Bureau of the Budget, as I understand it, 
has favored that type of construction for practically all Federal 
buildings. 

Mr. McGrecor. I am sure with your knowledge and term of 
service that you have had in this Congress, you have some idea of 
why they are leaning to lease-purchase. Is this statement not correct: 
That it is because of the money shortage for direct allocations? 

Your are from Missouri, and your great State has the chairman of 
the Appropriations Committee. Do you suppose that chairman 
of the Appropriations Committee would support a direct authoriza- 
tion, or direct appropriation, to take care of the emergency buildings 
included in this program, including yours? 

Mr. Karsten. I have never been able, as long as I have been here, 
to speak for anyone other than myself, and I would hesitate to under- 
take to speak for my distinguished colleague Clarence Cannon. 
I do believe, however, he would place great reliance on figures sub- 
mitted by the Comptroller General and they would certainly have 
a very persuasive effect not only on him, I believe, but other members 
of the Committee on Appropriations, who are primarily concerned 
in bringing down costs wherever that can be done. 

Mr. McGregor. I take it for granted that you, like myself, are 
getting a lot of mail insisting we reduce the budget. Is that true? 

Mr. Karsten. I have received some correspondence of that charac- 
ter in that connection. As a matter of fact 1 might digress for a 
moment to tell you Secretary Humphrey was before the Committee 
on Ways and Means only a week ago and he also felt there should be 
some reductions but unfortunately he was not able to pinpoint any 
area—not any item but any area where substantial reductions could 
be made. 

Mr. McGrueor. I am not speaking for Secretary Humphrey be- 
cause I read his record before your committee and he did a pretty 
good job, I think. The responsibility is on you and all members and 
not the Secretary of the Treasury to determine where the cuts will be. 
We are on the edge of being in the red or black and 1 do not think this 
Congress would pass a direct authorization and appropriation bill for 
X dollars for Federal housing or Federal building construction coming 
to about $1 billion. 

I hope that we can impress upon your mind—you are the first wit- 
ness who appeared in behalf of a direct repeal of the old law and I 
wonder if you will check the record for your own information and find 
out just how few Federal buildings and post offices were constructed 
in the last 20 years prior to the new law. 

Mr. Karsren. I might at that point point out we had a depression 
in the early thirties which practically held construction to a standstill, 
and then along came a war, and then the Korean conflict, and the 
Federal building program has been at a standstill since the early 
twenties. So I think it is incumbent on us to do something to get 
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W er piag building program underway because we are about 25 years 
ehind. 

Mr. McGrecor. And may I repeat, there is nothing in the world to 
keep you from introducing a bill of your own for the post office you 
want, and the lease-purchase law will not interfere with it in any way. 

Mr. Karsten. No; but when you get back to the basic theory of 
lease-purchase you set up a system of financing under which your 
municipalities and local areas are subject to receiving taxes for a 
Federal service. Ultimately if you carry lease-purchase to the end 
of the line the Federal Government would eventually be paying a tax 
on the corner mailbox sitting down there on some city property. The 
Federal Government always recognized when it comes into a com- 
munity it is doing that community a service even by just being there, 
much less being penalized by taxes for providing it. 

Mr. McGrecor. You recommend then that the local community 
waive the taxes? 

Mr. Karsten. I certainly think the tax procedure under lease- 
purchase is most favorable to—— 

Mr. McGrecor. You did not answer my question. Would you 
recommend that your community waive the local and State taxes on 
the goods and property if we should go in and build a Federal building? 

Mr. Karsten. [If I might say this: As far as my local community 
is concerned we already have a site on which the building could be 
constructed. The site of the building and the title already is in the 
Federal Government. We are not receiving any taxes from that 
section and never have as far as that is concerned. 

Mr. McGrecor. I repeat I hate to see you advocate the repeal of 
the Lease-Purchase Act because I think it is a vehicle, separate and 
distinct from the old law. We are not bothering projects instigated 
under old law. But under existing conditions we have two vehicles 
under which we might obtain Federal buildings. Now you want the 
one vehicle repealed and want us to go back to direct authorizations. 

I am wondering, because you are a member of that great Ways and 
Means Committee, would you advocate a tax by which we might 
build these buildings so that we could retain a balanced budget? 

Mr. Karsten. The Committee on Ways and Means—and of course 
I cannot speak for any member of the committee other than myself— 
I think is doing a very good job in trying to provide the necessary 
revenues. 

Mr. McGrecor. I think an excellent job; but you are advocating 
an expenditure of an additional billion and a half dollars a year. 

Mr. Karsten. Not per year. Wait a minute. 

Mr. McGrecor. Would you vote for a tax to bring that in balance? 

Mr. Karsten. Wait a minute. This billion and a half dollars is 
not per year. I understand it is a billion and a half dollars to be 
ee out between the present time and about 1962, over a 5-year 
period. 

Mr. McGrecor. That is right—but certainly more projects and 
worthy ones would be added should this bill be brought to the floor. 

Mr. Karsten. It would certainly seem our revenues should be 
high enough to enable us to go ahead at least in some limited way 
with direct construction starting right now. 

Mr. McGrecor. Would you suggest a tax in your committee, and 
vote for it, to give us this revenue of $300 million a year for construc- 
tion of new Federal buildings? 
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Mr. Karsten. Of course, you cannot levy a tax for the purpose of 
covering this cost. We have never levied it that way in the past. 

Mr. McGregor. I recognize that, but you are still evading my 
question. Would you vote for a new tax, or whatever you might 
call it, that might bring us in $300 million a year in order that we might 
follow your suggestions on this program of new Federal buildings? 

Mr. Karsren. I certainly think the Committee on Ways and tly 
would give consideration to this, but if the reductions in expenditures 
can be made about which Mr. Humphrey talks, and other members 
of the present administration, we may have a more than ample way 
to cover the cost of this program. 

Mr. McGrucor. I think we can, but we have social-security bene- 
fits, schools, hospitals, and so forth. You are recommending an 
additional program of Federal building construction and you are 
not saying whether or not you would support taxes to pay for that 
additional program. 

Mr. Karsten. As one member of the Committee on Ways and 
Means I feel I have a great responsibility in trying to help in the 
financing of our Government, and if you watch my record down there 
you will see the committee, along with my vote, reported out a bill to 
continue the present excise taxes beyond their present expiration date, 

Mr. McGrecor. You should be complimented on your record, and 
the member from Ohio does not mean in any way to cast any asper- 
sions on your record, but I am asking you this. You have recom- 
mended a billion-and-a-half dollar program. Now I am wonderin 
if you will tell us where we are going to get the money and if you we 
vote for new legislation taxes to get this money? 

Mr. Karsten. On the basis of the billion-and-a-half-dollar program 
it is not necessary to raise all of that this year. Probably you will 
raise one-fifth of it this year and I believe in this budget, according to 
the President’s own statement, cuts can be made which will be more 
than ample to cover this cost. 

Mr. McGrecor. I am taking more than my time, Mr. Chairman. 
I apologize. 

Mr. Mack. Mr. Chairman, I must go to a Veterans’ Committee 
meeting in 5 minutes to testify. I wonder if Mr. Scudder will yield 
to me. 

Mr. ScuppEr. Yes. 

Mr. Mack. Mr. Karsten, the Lease-Purchase Act now in operation 
provides that the Federal Government shall pay taxes on any buildings 
acquired under the lease-purchase arrargement; is that right? 

Mr. Karsten. You indirectly pay them throv a the private 
contractors 

Mr. Mack. Yes. The Federal Government pays the taxes. The 
General Services Administration testified this payment of taxes on 
the $714 million of buildings already authorized would involve an 
increased cost of $273 million, or increase the cost of the lease- purchase 
arrangement by 37 percent. If this committee in its judgment decides 
to continue the lease-purchase arrangement, would you be in favor of 
or opposed to striking out of the provision requiring the Federal 
Government to pay local taxes, providing that legally can be done? 

Mr. Karsten. I have never felt that the Federal Government 
should be obliged to pay taxes to any State or municipality for bringing 
a Federal building or other service to that community. 
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Mr. Mack. On any new building or any building now in existence. 

Mr. Karsten. I have never felt the Federal Government as a 
sovereign should be taxed for providing services for citizens of a 
community. 

Mr. Mack. Thank you. Your views agree with mine. Thank you, 
Mr. Scudder. 

Mr. Scupprer. Mr. Karsten, I appreciate very much your appearing 
before our committee and your attitude. I was also going to suggest 
to you the same questions Mr. Mack did because I am having an 
amendment on this bill prepared which I am going to offer to the 
committee to make provision for the exemption of taxes on property 
which is being purchased by the Government under a lease-purchase 
contract, which will reduce in a very substantial amount the cost of 
carrying these contracts. I think it is only fair, because a new post 
office or Federal building is a great convenience and service to the 
public in the area that it serves and I think it is no more than proper. 
It does make for a very greatly increased cost in the operation of this 
program if you have to pay local taxes. 

Another thing I believe is very important to you and to the various 
members throughout the country that have projects authorized by 
this committee in their congressional districts, is that this committee 
was very liberal in authorizing projects. When I first came on this 
committee we were faced with a problem and a recommendation had 
been made that there be one post office built in each congressional 
district throughout the United States. I think the Congress even 
went so far as to pass a bill to that effect. 

When this theory of a new financing plan was developed, we felt 
it would not be difficult to get the authorizations. We said, if you 
can do it under the lease-purchase deal, fine and dandy. We will 
authorize them and if you can secure the finances with proper bids 
for the projects, you can go ahead and build. 

So I was not very interested and I imagine many of the members 
on our own committee did not push to get projects in their own areas 
authorized. So we went ahead and hoped we could get better results 
and get more projects underway in that manner. 

Now we find there are bugs in the law and one of them is the tax 
situation which amounts to a terrific amount of money. Another is 
the high price of materials, limitations, and so forth, which has 
created a situation where they have not been able to operate. 

If it had not been for the fact that we thought this money would be 
available from an outside source, more than likely your project would 
never have been authorized because everybody has some pet project 
in their district that they would like to have authorized. So what 
we hope to do is try to make this law more workable. The Post 
Office Department says it will work out very nicely with them. 

Mr. Karsten. Let me say neither of the projects for which I am 
appearing are in my congressional district. I am very much interested 
in the program generally. I think taxes are simply one of the so-called 
bugs in this Lease-Purchase Act but we must also recognize the 
situation in the money market is such at the present time that unless 
interest rates are increased beyond their present limitation under 
lease-purchase I do not believe you will be able to attract very much 
capital to finance these buildings. 
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If it is going to cost so much more under lease-purchase, it is going 
to require so much more taxes in order to pay for the program under 
lease-purchase than by direct appropriation. 

Mr. Scupper. Mr. Kieb testified yesterday, he represents the 
Post Office Department—and said that interest rates was not the 
factor he thought was entirely to blame for the lack of bids on these 
projects. On the General Services Administration projects I imagine 
they are very definitely a factor. 

Mr. Karsten. There has been a general upward trend on interest 
over the last 3 years, and as a matter of fact my committee is cur- 
rently considering a proposal to increase interest on savings bonds. 
I think they have been constant for almost 15 years. The situation 
has become so acute that the Treasury cannot even sell the war 
savings bonds which were bought through the years, because in- 
vestors prefer to go to other investments which provide higher 
interest. 

Mr. Scupprer. Then you agree an amendment to that effect might 
have an influence? 

Mr. Karsten. Provided you can get to the basic difficulty in the 
money market also. I do not know how you will do that. I would 
not advocate interest at 5, 6, 7, or 8 percent in order to attract capital 
at this time. I think it would be a worse waste of expenditures. 
I think the existing rate under the Lease-Purchase Act is very high, 
and even under the old rates 

Mr. Scupper. All of our savings banks and savings and loan 
associations are paying 3 and 3% percent for money. At the time 
we passed this bill they were paying 2 percent. When the money 
market goes up 1% percent, if we are going to do business at all we 
have to follow the market. 

Mr. Karsten. I understand under lease-purchase you are limited 
to 4 percent. 

Mr. Scupprer. That is a policy matter of the Department. We 
did not limit interest rates. 

Mr. Karsten. Yes. 

Mr. Scupper. That is all, Mr. Chairman. 

Mr. Jones. Mr. Brown. 

Mr. Brown. Mr. Karsten, I compliment you on the clarity and 
preciseness of your testimony. You have done a great deal of study 
on this; and it shows it. 

Mr. Karsten. Thank you. 

Mr. Brown. I[ have a couple of questions. Mr. Karsten do you 
feel as long as the title to a building, such as the Records Center con- 
templated under lease-purchase, would be vested in an investment 
firm or a group of individuals, regardless of the terms of the contract, 
that the Government might write with them, do you not think that 
the city of St. Louis, for instance, might have a legal right to tax that 
property as long as the title is vested there. 

Mr. Karsten. I can assure you that we have very competent legal 
counsel in the city of St. Louis and I would be willing to guess at this 
time that the city of St. Louis will certainly make a claim for some sort 
of taxes on any private building in which the title is held by private 
individuals, even though the Government may be operating it under 
a lease or lease-purchase procedure. Of course, whether you are able 
to write that type of legislation I do not know, but I do know the cities 
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and municipalities are certainly going to make claims for taxes on those 
types of buildings. 

Mr. Brown. As long as the title rests in the hands of individuals 
or investment firms? 

Mr. Karsten. Yes. 

Mr. Brown. Mr. Karsten, when project No. 140, the Federal office 
building in St. Louis, and project No. 141, the Federal Records Cen- 
ter, were included in the lease-purchase projects, was there an an- 
nouncement made of that in St. Louis, that is, that the buildings were 
being planned and that there was a probability that St. Louis would 
‘get these buildings? 

Mr. Karsten. As I understand it, as I recall it General Services 
submitted 2 prospectuses outlining the buildings and there was an 
announcement in the press that these 2 buildings were to be built 
in St. Louis. 

Mr. Brown. You have said, have you not, that there is need for 
the buildings in St. Louis? 

Mr. Karsten. There is no question but that there is great need. 
You take these personnel records I cited. As I recall it they have 
to be stored for a period of 75 years in order to meet any claims that 
relatives or descendants of these employees may later assert. We 
are paying rent for a warehouse to store them in 75 years. It would 
seem more economical to buy a warehouse and throw them in there 
for 75 years and thereafter destroy them, and then we would still have 
title to the old building. 

Mr. Brown. With that need in mind is it your opinion that there 
will be delays and delays, and maybe it will be impossible, as long as 
the policy is to hold interest at 4 percent on the lease-purchase, to 
get those buildings? 

Mr. Karsten. I do not believe you can get money at 4 percent at 
the present time to build those 2 buildings or any other buildings. 

Mr. Brown. As long as these buildings are pigeonholed under the 
category of lease-purchase projects and the people are told that there 
is a plan to get them a building, do you think that that would delay 
the possibility of your introducing a bill for the Government to get the 
buildings by direct purchase? 

Mr. Karsten. The main difficulty with lease purchase is it was 
intended, as I understand it, as a supplement to the existing author- 
ity—the historic authority of Congress to appropriate money and go 
out and buy what it needs to operate the Government. However, in 
the last 3 years, instead of being a supplement, the major emphasis 
has been placed on lease purchase, and became of that everything else 
has been laid aside in favor of it. I think the emphasis otha be 
placed on direct acquisition. 

Mr. Brown. Is it a correct statement then, Mr. Karsten, to say 
that there is a serious need for the buildings in St. Louis, for instance, 
and that the chances for getting those buildings quickly are better 
under direct acquisition? 

Mr. Karsten. That is the procedure we have always followed since 
the beginning of our Republic and I think our chances, particularly 
in view of the so-called bugs in this law and the general money situa- 
tion—I think the only way we can possibly proceed now is by direct 
appropriations. 
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Mr. Brown. It is your opinion, is it not, that from the economy 
standpoint it would be more economical to provide the buildings 
through direct purchase? 

Mr. Karsten. That has been my view ever since the passage of 
the act, and I might say the same view is concurred in by the Comp- 
troller General of the United States. 

Mr. Brown. One other question, Mr. Karsten. Do you see a 
great deal of difference between installment purchasing over a 25- 
year period where the Government pays a minimum of 4 pereent— 
and it is now requested that the Government raise that to 5 percent— 
do you see a great deal of difference between that and direct Govern- 
ment borrowing by Government bonds, a time-honored custom, at 3 
percent? 

Mr. Karsten. The Government bonds I think are selling at 3.23 
at the present time, and that is quite a difference between 3.23 and 
5, or 6, or whatever you are going to have to pay to get this money. 

Mr. Brown. Thank you. 

Mr. Jones. Mr. Dooley. 

Mr. Dooury. Mr. Karsten, you stated that you were opposed to 
the Government paying taxes on Government-owned buildings, even 
where the fee lies with the private investors. 

Mr. Karsten. No. You apparently misunderstood me. I said 
cities and municipalities where these buildings are located are cer- 
tainly going to assert tax claims where titles are held in private hands, 
even though the building is being occupied by the Government under 
lease or lease purchase. 

Mr. Dootry. Do you feel it is equitable for the Government to 
construct the buildings i in St. Louis and bring the people from out- 
lying areas, and by so doing throw a heavy burden on that com- 
munity without reimbursing the community for the services the 
Government is getting? 

Mr. Karsten. Since about 1875 that has been exactly the situation 
in the old customs house, in St. Louis, and I would certainly have no 
quarrel with it. The old customs house is performing a service for the 
people of that area. It is a desirable service and | feel it would be 
wrong to assess a tax on services of that character. 

Mr. Doo.ry. In some instances I think you will agree that the 
service which the community is rendering is greater than the service 
it is getting from the Government structure. 

Mr. Karsten. Of course, that is a matter of opinion. I think if 
you have a very poorly run Government you are going to receive poor 
services. On the other hand, if your Government is administered and 
carries on its work properly, you are certainly going to get your value 
received for the money which you spend for the building and keeping 
it running. 

Mr. Doouzy. I am speaking of the local services like police and fire 
departments and water, and so on, which a community offers to a 
Government building and gets nothing in return. I think it is 
inequitable and they ‘should be taxed. 

Mr. Karsten. I have had very little in the way of complaints in 
reference to police facilities. I might say in the Federal building in 
St. Louis they maintain a Federal police force and they also have a 
fire protection group that would take care of any fire in the event one 
occurred. It would seem a building such as a Federal building, at 
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least the one in St. Louis, does not put any great drain on the munici- 
pal, police, or any other facilities. 

Mr. Dootey. Thank you very much. 

Mr. Jonzs. Thank you, Mr. Karsten. It was a pleasure to have 
your testimony. The Chair is now ready to recognize Mr. Reuss, of 
Wisconsin, and Mr. Frank Thompson, of New Jersey. I might say 
to the members of the committee that Mr. Reuss and Mr. Thompson 
have a prepared statement that you will find at your desk. 


STATEMENT OF HON. HENRY S. REUSS, MEMBER OF CONGRESS 
FROM THE STATE OF WISCONSIN, AND HON. FRANK THOMP- 
SON, JR., MEMBER OF CONGRESS FROM THE STATE OF NEW 
JERSEY 


Mr. Reuss. Mr. Chairman, we thought out of consideration to the 
committee we could combine our efforts. 

Mr. Jonzs. Of course it goes without saying we are delighted to 
have you this morning and you can begin with what you have to say 
about the erection of a Federal office building. You may proceed. 

Mr. Reuss. We have prepared a written statement, and with the 
committee’s consent we would ask permission to file it with the 
committee’s records at this time. 

Mr. Jonss. Without objection, the statement will be made a part 
of the record at this point. 

(The prepared statement of Representatives Reuss and Thompson 
is as follows:) 


STATEMENT OF REPRESENTATIVES HENRY 8S. Reuss oF WISCONSIN AND FRANK 
THOMPSON, JR., OF NEW JERSEY 


The bill before this subcommittee, H. R. 4660, would end the ineffective lease- 
purchase program of Federal building, and authorize the expenditure of $1.5 billion 
for a public-building program through 1962. We are offering for the consiceration 
of the subcommittee an amendment designed to help bring about in this program 
the finest type of public building, and a real renaissance in American public 
architecture. But unless specific measures to insure the best standards of 
architecture and construction are taken, the program could result in a mass of 
Federal buildings pedestrian in conception and wasteful in execution. 

The proposed amendment would add on to section 2 of H. R. 4660 the following 
additional language: 

*(e) (1) Whenever a building is to be constructed under authority of this act, 
the head of the Federal department or agency to be housed in such building upon 
its completion shall advise and assist the Administrator of General Services in 
prescribing the architectural design, style, and ornamentation of such builing. 

**(2) The Commission of Fine Arts, established by Thirty-sixth United States 
Statutes at Large, page 371, of May 17, 1910, shall in addition to its other duties 
advise and consult with the Administrator of General Services in the establishment 
of the highest possible standards of architectural design, style, and ornamentation 
for Federal public buildings, and methods of achieving such standar’s. The 
Commission shall meet for this purpose at its own call, or at the request of the 
Administrator of General Services, but in no event less often than four times 
each year.” 

Federal buildings, which stand as symbols of the Republic not only in Wash- 
ington but throughout the country, must be something more than concrete 
barracks. We have had golden ages of public construction in the past. Tunnard 
and Reed, in their book called American Skyline, point out that it is largely 
through fine public buildings that ‘‘Americans have expressed their desire for 
splendor, and the visitor to our cities must go to the statehouses, post offices, 
and courthouses to find the mural painting, sculpture, and ornament that are 
missing elsewhere. If it were not for Government patronage of the arts, ad- 
mittedly spasmodic and casual, our communities would be much farther from 
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satisfying the need for symbols of civic and national pride which the people of a 
republic demand * * *,” 

Bare functionalism is not enough. What sort of vista would the city of Wash- 
ington present today if the Capitol, the Supreme Court, the National Gallery, 
and other buildings along the Mall had been built by inferior architects? 

In the past we have had several golden ages of Federal building. The early 
eriod of Thomas Jefferson gave us the designs for the Capitol Building, on which 
e was an adviser to the architect, Dr. William Thornton. In the mid-19th cen- 

tury, a classic revival under the influence of Robert Mills gave us the Washington 
Monument, the Treasury, the Post Office and Patent Buildings, and the Charles- 
ton customshouse. Ammi Burnham Young, who succeeded Mills as Architect of 
the Treasury Department in 1852, designed post offices and customhouses through- 
out the country, such as the Boston customshouse, which is still noted for beautiful 
proportions and classic restraint. From 1893 to 1912 the Secretary of the Treas- 
ury was authorized to hold public competitions for architectural designs. This 
resulted in the famous New York customhouse by Cass Gilbert. In 1901 the 
Mac Millan Commission was established, and soon restored the Mall in Washing- 
ton. The MacMillan Commission evolved in 1910 into the present Commission 
on Fine Arts, whose first Chairman was Daniel Burnham, architect of the Union 
Station and the Old House Office Building. 

Then there was something of a lapse until the great building program of the 
1930’s, in which a dozen or so of Washington’s finest buildings were erected, in- 
cluding the Archives, Justice Department, Department of Labor, and Post Office 
Department. 

These were the golden ages. The land is richer today, because great care was 
taken to see that these buildings met the finest standards. If today we simply 
return to the act of May 25, 1926, we are likely to get something less than the 
kind of building program that Americans deserve. 

The reasons are twofold: First, agencies have shown that they are not satisfied 
to have the General Services Administration design their buildings and have 
undertaken to do so themselves, bringing about decentralization in design and 
construction. 

The Atomic Energy Commission, the Central Intelligence Agency, the State 
Department embassies, and the Post Office are all building or contemplating build- 
ing their own. They have managed by virture of special legislation to get out 
from under the thumb of GSA, because GSA allegedly has been bent on creating 
all-purpose structures which fail to satisfy the specific agency for which they are 
designed. 

This decentralization in the executive branch is unfortunate. It means in- 
sufficient attention is given to programing and priorities, since obviously all needs 
cannot be satisfied at once. Moreover, the maximum amount of know-how can 
only be deposited in one central agency, the GSA. They have the construction 
experience and the knowledge of materials and maintenance requirements which 
each separate agency, building on its own, could not have. 

The problem, then, is how to get the efficiency and economy of centralized 
authority, and still give the agency which will be using the building some say in 
its design. The proposed amendment to H. R. 4660 would require the using 
agency to assist the Administrator of Generai Services in ‘‘preseribing the archi- 
tectural design, style, and ornamentation of such buildings.” Thus the user 
agency would be brought into the statutory picture on an advisory basis, yet 
without disturbing the central authority of GSA. On this basis the agencies 
should be willing to let the GSA do their building, instead of attempting to frag- 
ment GSA’s program into a dozen different building programs. 

A second major defect in the present building program is its lack of machinery 
for bringing to GSA the leavening influence of the best in American architectural 
and cultural life. Under the present program, the GSA through its regular civil 
service staff will do the planning. For most specific buildings it will retain private 
architects either by negotiation or competition. The flaw in this arrangement is 
that the guiding genius of the country’s leading architectural minds would not be 
called upon in the setting of standards for these buildings. Among the questions 
involved in setting standards are the following: To what extent should Federal 
public buildings take into account local customs and traditions? 

What percentage of the cost of various buildings should go into decorative art? 

To what extent should the building be tailored to the user, rather than be a 
general purpose building? 

When should architectural competitions be used, and how should they be set 
up? 

What should be the policy of decentralization, both as regards the District of 
Columbia and nationwide? 
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How should Federal buildings be fitted in with modern trends in city planning, 
traffic, civil defense, urban redevelopment? 

What types of construction will result in the lowest maintenance costs? 

What are suitable proposed life spans for various types of buildings? 

Answers to these questions can hardly be expected either from the civil servants 
of the regular staff of GSA, or from the architects that are retained on an ad hoc 
basis to construct a specific building. 

For this reason, the proposed amendment would direct the Commission on 
Fine Arts to advise and consult with the GSA “‘in the establishment of the highest 

ible standards of architectural design, style and ornamentation for Federal 
public buildings, and methods of achieving such standards.”’ 

There are two precedents—both happy ones—for bringing the Commission on 
Fine Arts into the act. 

First is the precedent of the Commission on Fine Arts itself. Under a 1910 
Executive order issued shortly after the passage of the act setting up the Com- 
mission, the Commission has had the task of advising on standards for all public 
buildings in the District of Columbia. The new Washington of the last half 
century is very largely the work of the Commission. Its present personnel— 
Chairman David EL Finley, former Director of the National Gallery of Art; 
Douglas W. Orr, Vice Chairman, New Haven architect who was on the committee 
for rebuilding the White House and for space in the Executive Offices; Wallace K. 
Harrison, who designed the United Nations Building; Boston arehitect William 
G. Perry, who was in charge of the restoration of Williamsburg; Felix de Weldon, 
sculptor of the Marine Memorial commemorating Iwo Jima; painter Emily Muir 
of Maine; and Elbert Peets of Washington, D. C., a noted civic planner—are 
admirably suited to this task. 

What is proposed by our amendment is simply to consolidate the authority 
of the Commission on Fine Arts with respect to the District of Columbia under 
its 1910 Executive order into the public buildings law, and to extend the author- 
ity throughout the Nation. What is good for the District of Columbia is surely 
good for America. 

The second precedent is in the recent experience of the State Department’s 
foreign embassies. The State Department in 1954 set up an architectural ad- 
visory group, of three professional members and a lay chairman. The archi- 
tectural advisory group set standards for the embassy building program of the 
last 3 years. The universal acclaim which has been accorded our new embassies 
at such places as the Honduras, Havana, London, Stockholm, and Rio de Janeiro 
testifies to the rich contribution of the group. Surely what is good for Teguci- 
galpa and Baghdad is good for Rock Island and Green Bay, Trenton, and Mil- 
waukee. ‘ 

In summary, the proposed amendment would accomplish two things. It would 
centralize the Federal building program, for the greatest efficiency and economy, 
in the GSA, while at the same time bringing in the agency which will inhabit the 
building for its advice and consent on building design. Secondly, it would bring 
to bear the high talents of the Commission on Fine Arts so that Federal buildings 
in the future, as in the past, will reflect the best of which the Republic is capable. 

The idea of the advisory board here proposed has been enthusiastically en- 
dorsed by editors of the leading architectural journals. Mr. Frederick Gutheim, 
editorial advisor of the Architectural Forum and contributing editor of Progres- 
sive Architecture, wrote on February 26: 


Hon. Henry S. Revss, 
House Office Building, 
Washington, D. C. 


DEAR REPRESENTATIVE Reuss: I read with interest your proposed amendment 
to H. R. 4660, which would establish an advisory board in the General Services 
Administration to further the attainment of high standards of architectural ex- 
cellence for Federal buildings. This proposal seems to me well conceived and 
desirable. If adopted by the Congress, it should strengthen and enhance the 
architectural significance of the first long-range Federal building program in many 

ears. 

¥ As a writer on architectural subjects for the principal magazines in this field, 
I have had occasion to examine the architectural policies of the Public Buildings 
Service. I am aware of their efforts to improve the quality of architectural de- 
sign in individual Federal buildings and in the lease-purchase program. The lack 
of any sustained program of Federal building has certainly prejudiced such efforts. 
It is by no means true, however, that all of the various problems of Federal 
buildings design would be solved merely by the inauguration of a more sustained 
building effort, desirable as that may be. 
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Some of the problems which the advisory board, to be established by your pro- 
posed amendment, would be capable of dealing with, and which are badly in 
need of attention, are a clear recognition of the needs of Government agencies 
destined to occupy new buildings; a clearer recognition of the importance of the 
preliminary stages of building programing and design where the most funda- 
mental decisions are usually made; a greater recognition of the importance of 
coordinating Federal construction with local urban planning; realizing economies 
in the design of particular buildings where a limited lifetime usefulness can be 
predicted and where greater flexibility of design or the employment of lighter 
construction and lower specifications might be possible; undertaking a limited 
amount of construction of an experimental nature and some research and design 
comparable to that already commenced in building maintenance and operation; 
the fuller employment of the resources of architects in private practice, as through 
earlier and better terms of engagement, architectural competitions, and in other 
ways; some relaxation of the current emphasis on standardization of design and 
insistence upon general purpose office space. This list might be extended con- 
siderably but it is not necessary to do more in order to illustrate the point that 
a large field for constructive work awaits the appointment of the architectural 
advisory board you have proposed. 

Your very sincerely, 
FREDERICK GUTHEM. 

A telegram dated February 26 from Emerson Goble, managing editor, Archi- 
tectural Record, 119 West 40th Street, New York, N. F., states: 

“‘Please put Architectural Record magazine on record in support of your pro- 
posed amendment to H. R. 4660 to establish architectural advisory board, For- 
eign buildings operations of Department of State is very successful precedent for 
this approach to architectural standards.” 

Mr. Reuss. Then, if I may, Mr. Chairman, I would like to proceed 
briefly, not to read it but to summarize what we have said. 

This subcommittee is now considering H. R. 4660, which would 
set up a new long-range or medium-range program for a Federal public- 
building program. We believe that the consideration that the sub- 
committee is giving the bill offers an opportunity for your subcom- 
mittee to take a good, long, and new look at the general question of 
architectural standards for these public buildings which are to be 
built in the years to come. 

We think it is an opportunity to set up another golden age for 
Federal buildings such as this Republic has enjoyed at various times 
in the past—periods such as the age of Jefferson, when the designs of 
our Capitol Building were penned: such as the mid-19th-century 
period when the classic revival of Robert Mills gave us the Wash- 
ington Monument, the Treasury, and the Charleston customhouse; 
such as the development in the 2d half of the 19th century of so many 
customhouses including the Boston customhouse; such as the period 
of the act which gave us from 1893 to 1912 the architectural competi- 
tions, which produced so many wonderful buildings; and, finally, the 
period represented by the MacMillan Commission and its successor, 
the present Commission of Fine Arts, which roughly takes up most of 
the years of the 20th century. 

In the 1930’s particularly there was the construction of some of 
Washington’s finest buildings, including Archives and Justice Depart- 
ment and Post Office Department. cre 

These were the golden ages of American public buildings, and we 
see a chance to revisit those golden ages in the days to come. We 
think that chance would be considerably improved, either by adding 
a simple amendment onto H. R. 4660 or by direct legislation if 2 
things were done as an attempt to cure 2 possible defects in the Fed- 
eral building program. Those two defects I would briefly describe as 
follows: 
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Defect No. 1 is the whole question of centralizing our responsibility 
for the Federal public-building program. I think the case for cen- 
tralizing it does not need much elaboration from us here this morning. 
I think it is well recognized by the subcommittee that centralization 
is a good thing and the General Services Administration is a good 
agency to accomplish this centralizing function. 

This is so for at least two reasons. You have to have some pro- 
graming agency in the executive branch because, obviously, all needs 
cannot be satisfied at once. Secondly, there is a tremendous amount 
of technical know-how which cannot possibly reside in each of the 
hundreds of Federal agencies which build buildings from time to time, 
and it is well to have those deposited in one agency. 

So the case for centralization seems to us to be quite clear. 

Unfortunately, if you look at the trend of our public building in 
recent years, there has been a distinct tendency for various agencies to 
go off on their own with congressional consent and build their own 
buildings and thus reduce the benefits of this centralization. One 
has only to look to the Atomic Energy Commission, the Centra! 
Intelligence Agency, and various foreign embassies of the State Depart- 
ment, and various post-office buildings, to see what has happened from 
the workings of the present system, which puts all authority in the 
General Services Administration. 

To try to work out a system whereby we get the efficiency and 
economy of centralized operation in the General Services Administra- 
tion and still give the user agency some say in the design, the first 
paragraph of our amendment would require that the Administrator 
of the General Services Administration, whenever they are con- 
structing a building for any department or agency, consult with the 
head of that agency in prescribing the architectural styles and designs 
and ornamentation of the building. We hope by such an amendment 
to let the user agency in on the design of the building to a greater 
extent than the law now requires, leaving the ultimate authority, of 
course, in the General Services Administration. 

Mr. McGrecor. Will the gentleman yield for a question there? 

Mr. Reuss. Surely. 

Mr. McGregor. Is it not possible that, as you term it, the user 
agency would change? 

Mr. Reuss. Would change? 

Mr. McGregor. The occupant of the building or the department 
which first goes into the building might not always exist, and some 
other department would come in. 

Mr. Reuss. Yes. Entirely. And for that reason, Mr. McGregor, 
we do not suggest that the authority of the General Services Adminis- 
tration be in any way diluted. Thus, if the General Services Adminis- 
tration believes that what is needed is a general-purpose building which 
would be available to any Federal agency, it can, of course, disregard 
the prayers and the ideas and advice of the specific user agency. 
What we should like to do, however, is to set up in the law a system 
of consultation whereby the user agency would have its day in court 
and would have the right to say to the General Services Adminis- 
tration, “Look. In our considered opinion, since we are to be the 
first user of this building, and since we have a very specialized func- 
tion, we think that our specialized needs should get full consideration.”’ 

By setting them up on that advisory basis, we would hope to bring 
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the General Services Administration face to face with the problem at 
least of the specific user agency, but still keep the ultimate authority 
in General Services Administration as it now is. 

That is defect No. 1 in the present building program, as we see it, 
and our amendment would attempt to cure that defect by allowing 
the user agency, so to speak, its day in court. We would hope by 
that to eliminate the fragmentation which is, let us face it, occurring 
in our building program right now. 

The second major defect in the present building program, in our 
opinion, is the lack of machinery in the law for bringing to the building 
program. the leavening influence of all that is best in American archi- 
tectural and cultural life. Under the building program, this is what 
happens: The General Services Administration has on its staff many 
competent and devoted engineering and architectural personnel. 
They, however, are of the permanent civil-servant category. When 
the General Services Administration builds a particular building in 
Washington, or St. Louis, or Ohio, or anywhere else in the country, 
it either constructs that building by its own architects or retains 
outside architects. 

This system, it seems to us, leaves a gap—a gap which could be 
filled by the use, on a part-time, advisory basis, of the best architec- 
tural minds of the country—not in planning specific buildings, but 
in setting architectural standards which are to be followed. 

To show what Mr. Thompson and I mean by standards, we have 
set forth on pages 3 and 4 of our statement some of the questions 
which are of a broad architectural and esthetic standard nature. For 


example, to what extent should Federal public buildings take into 
account local customs and traditions? What percentage of the cost 
of various buildings should go into decorative art? 

To what extent should the building be tailored to the user, rather 
than be a general-purpose building? 

When should architectural competitions be used, and how should 
they be set nA 


What should be the policy of decentralization, both as regards the 
District of Columbia and nationwide? 

How should Federal buildings be fitted in with modern trends in 
city planning, traffic, civil defense, urban redevelopment? 

What types of construction will result in the lowest maintenance 
costs? 

What are suitable proposed life spans for various types of buildings? 

These are all questions of the broadest architectural and construc- 
tion policy, in which it seems to us the General Services Administra- 
tion could be aided by high-level outside advice. Fortunately there 
is readily at hand an agency with a long and honorable tradition 
in the Federal Government, which seems uniquely suited to give 
that kind of advice. That is the Commission on Fine Arts, which 
has been in existence since 1910. 

The present seven members of that Commission seem almost 
ideally suited to just the kind of function we are talking about. 
ts present members are, respectively, three architects, one of them 
a city planner; a sculptor, a painter, and a former Director of the 
National Gallery of Art, the Chairman, Mr. David E. Finley. 

So, the second half of our proposed amendment suggests that the 
Commission on Fine Arts advise and consult with the General Services 
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Administration in the establishment of the highest possible standards 
of architectural design, style, and ornamentation for Federal public 
buildings, and methods of achieving such standards. 

In other words, the kinds of things that are set forth by the specific 
questions we asked a moment ago. 

There are at least two precedents, both of them very happy ones, 
for this action of the use of the Commission on Fine Arts. One is 
that since 1910, by Executive order, this Commission in the District 
of Columbia has been used for just this purpose, and many of the 
outstandingly successful public buildings of our Nation’s Capital 
built in the last 46 years are due to just this kind of helpful guidance 
from the Commission in the field of architectural and artistic 
standards. 

What our amendment would do then is to solidify into the statutes 
what has been accomplished by Executive order for the District of 
Columbia and, more importantly, to extend this advisory function 
to Federal buildings the country over on the theory that what is good 
for the District of Columbia is also good for Trenton, Scottsboro, and 
Milwaukee and all of our other communities throughout the country. 

The second happy precedent of more recent vintage is furnished 
by what the State Department did in its foreign embassy program 
starting in 1954. The State Department appointed an architectural 
advisory group composed of a lay chairman and three outstanding 
private architects. That group set standards for the State Depart- 
ment’s ambitious foreign embassy building program. The magnifi- 
cent embassies now built or being built in such places as Honduras, 
Cuba, London, Stockholm, and Rio de Janeiro, are testimony to the 
leavening influence of this find advisory board set up by the State 
Department. 

Surely what is good for Baghdad and Stockholm is equally good 
for domestic consumption. 

In summary then, our amendment, which we respectfully present 
to your subcommittee for consideration, does two things. 

ne, it brings the user agency into the act by statute and gives it 
an advisory and consultative role on the building, although vesting the 
final authority, as it now is, in the General Services Administration. 

Second, it would bring to bear on our public building program the 
talents and genius of the best in American architectural and cultural 
life and thus insure that our buildings in the next years to come are 
not only the most economical and efficient that we can have, but also 
the most beautiful. 

My colleague, Mr. Thompson, joins me in what I have said and I 
think would like to add to it briefly in terms of our consultation with 
various outside people in the preparation of this amendment. 

Mr. Jonzgs. Mr. Thompson. 

Mr. Tuompson. Mr. Chairman, one of the things I want to point 
out is that you will note from the statement that Mr. Reuss and I are 
in agreement with the objectives of H. R. 4660. We think quite 
seriously that the proposition which we are advancing this morning 
would improve it considerably from a long-range point of view, not 
only in the esthetic sense but also in the dollar sense. 

Our explorations have gone beyond the indications in this statement, 
but we have in this statement expression of opinion from people who 
are truly outstanding in their field. There is set forth a copy of a 
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letter to Mr. Reuss from Mr. Frederick Gutheim, editorial adviser of 
Architectural Forum magazine and contributing editor of Progressive 
Architecture, in which he expresses some thoughts which will be of 
interest to you, and in which he expresses his agreement with this 
proposition. 

There is also a telegram of February 26 from Mr. Emerson Goble, 
the managing editor of Architectural Record magazine of New York 
in which he says: 

Please put Architectural Record magazine on record in support of your proposed 
amendment to H. R. 4660 to establish architectural advisory board. Foreign 
buildings operations of Department of State is very successful precedent for 
this approach to architectural standards. 

We have not discussed in detail with General Services Administra- 
tion or with the Fine Arts Commission our proposition. This was 
because of the time element. However, we have indications from 
both of those agencies of interest and of agreement and we are confident 
that they would consider this a constructive thing. 

Obviously the need for this is clear. If, for instance, in Williams- 
burg, Va., the Federal Government authorized the construction of a 
new Federal office building and the work were done here without 
consultation with the agency involved, and without consideration 
of the traditions of Williamsburg, it is entirely possible that they 
would put up some rococo looking sort of thing that would destroy 
the beautiful and long-range planned community. 

Obviously, with these amendments—which would not cost any 
money, but which would in fact save the Government money—that 
would be impossible, and Williamsburg would get a building perfectly 
suitable for its intended use, but blending into the community. 

In my own city of Trenton, N. J., which has a great revolutionary 
history, the city and State planners, it being the State capital, have 
for instance ignored that history and we have what can, I think, 
mercifully be said to be the most atrocious architecture for a city of 
our traditions of any in the United States. We hope sometime to 
overcome that. 

I am sure each and every one of you in your districts have cities 
or towns which have a history of which they are proud and would 
appreciate the consideration of such matters as these amendments 
would require before Federal buildings are constructed. 

In conclusion, I want to thank the chairman of the committee 
very much on behalf of both Mr. Reuss and myself and to urge really 
serious consideration of our proposal. 

Mr. Jones. Thank you Mr. Thompson. Are there any questions? 

Mr. Wricut. Mr. Chairman, I would like to congratulate the 
gentleman from Wisconsin and the gentleman from New Jersey on the 
preparation of a very thought provoking bit of testimony which is 
opening up a new facet of this whole problem that has not been in 
the forefronts of our minds. Very frequently I think the local post 
office or Federal courthouse is the only tangible evidence a local 
citizen may have of his Federal Government. If it is so designed and 
so constructed as to inspire in that local citizen a sense of pride and 
admiration for his Government, it might conceivably affect his whole 
attitude toward the Federal Government and his responsibilities 
toward it. 

Specifically, I do not have any questions in regard to these items, 
but I would like to ask the gentleman this: 
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I know, for instance, that Mr. Reuss is a member of the Govern- 
ment Operations Committee and in that capacity has been deeply 
interested in finding ways and means to perform the same functions 
of the Government more efficiently and more economically, and there- 
by permit reductions in the overall cost of the Government. I con- 
gratulate him on the work he has done in that connection likewise. 

I would like to ask each of these gentlemen if they do not believe 
that direct construction out of current appropriations, were possible, 
of Federal buildings by saving long-term interest payments, would 
not be the interests of Government economy and would not be in the 
interests of the Government by saving many millions of dollars of 
taxes. 

Mr. Tuompson. Answering first, I am in complete agreement that 
the present lease-purchase program should be abandoned and that we 
should start immediately with the direct acquisition method. I think 
it is clear that it would do as you suggest—save a lot of money. 

I for one would pay tribute to the chairman of this committee for 
the work he has done in displaying to all of us the manner in which 
the program has been operating and the savings that can be effected 
by the change. 

Mr. Wricut. Thank you. Mr. Chairman, I have no further 
questions. 

Mr. Jones. Mr. Reuss, did you have anything that you wished to 
add? 

Mr. Reuss. I concur in what my colleague, Mr. Thompson, said. 
It does seem to me that the bill you are considering, H. R. 4660, is on 
the correct road in working toward greater economy and efficiency in 
our Federal building program. I would add to that that the amend- 
ment proposed by Congressman Thompson and myself is made up of 
about equal parts of esthetics and economy. 

On the economy side, the letter of Mr. Gutheim, the editorial ad- 
viser of the Architectural Forum, which is reprinted on pages 5 and 6, 
is very illuminating. He points out how such an advi isory board could 
make very massive savings over a period of years by such things as 
realizing economies in the design of particular buildings where a 
limited lifetime usefulness can be predicted and where greater flexi- 
bility of design or the employment of lighter construction and lower 
specifications might be possible. 

He goes on and makes several other very cogent, dollar-savings 
suggestions which would show what we believe to be true; namely, 
that the most beautiful building is not necessarily the most expensive. 

So I think that the dollar-saving potential of H. R. 4660 could be 
enhanced by beefing it up along the lines suggested. 

Mr. Jones. Are there any questions? 

Mr. Scuppmr. Mr. Chairman. I believe in your approach there is 
some merit. I know that the General Services Administration or 
some landscaping group attached to it have made certain tree plant- 
ings around post offices that are entirely foreign to the area. In 
fact, the post office in my hometown that was built some years ago, 
was landscaped with trees that were foreign to the area. They have 
a very beautiful blossom for about 5 days out of the year and the 
rest of the time they are entirely out of form and very obnoxious to 
the eye. 

However, in this planning I hope you do not desire to have artists 
get into this picture who will do what they did during the last 20 
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years; that is, decorate the walls with murals which were very 
obnoxious to the people in the area. 

In fact, in the Rincon Annex Post Office at San Francisco it was 
the policy to paint murals, and I had these murals very carefully 
analyzed, and part of them were definitely communistic propaganda. 
The same applies down at the Department of State here in Wash- 
ington. 

I hope we never again enter into a program where we permit 
interior decorations to be put up by people with very liberal—to put 
it mildly, very liberal—ideas that I think are a disgrace to the United 
States of America. This is something we do not want the artists to 
get too influential in their thoughts in the decoration of these 
buildings. 

I introduced a bill a few years ago to try to eradicate some of this 
communistic propaganda. We were not successful in getting any 
action, however. So, I hope you do not have in mind the artists’ 
groups that want to put in modernistic paintings that are bordering 
on the communistic aspect of art. 

Mr. Reuss. I am giad that the gentleman from California raised 
that question. Let me assure him the Chairman of the Commission 
on Fine Arts, which is proposed under our amendment to be given an 
advisory role in this matter, is none other than Mr. David E. Finley 
who was Mr. Andrew Mellon’s lawyer and confidential adviser for 
many years. He generally shares the political and social philosophy 
of the late and revered Andrew Mellon, and I would be astounded 
to find that Mr. Finley would be party to the kinds of things which 
the gentleman from California is concerned about. 

Mr. Scupprer. I want to say this: That the Federal architects 
O. K.’d these fancy designs and these paintings were made by a man 
who finally went to Guatemala just before the overthrow of the Com- 
munist regime there and wrote a very glowing article accompanied 
with some more of his art which was circulated all over the country, 
that the people’s party in Guatemala was doing such a wonderful 
job there. Of course, they were strictly the tools of Moscow and 
were overthrown, and they have set up there and have now the best 
economic conditions that ever existed, because of the overthrow of 
the communistic government. 

That artist was the man who painted the pictures or frescoes in 
the Rincon Annex Post Office. 

Mr. THompson. Mr. Scudder, we really do not have any intention 
for our amendment to be a vehicle for propaganda. We hope that 
buildings and rooms attractive as this one is can be designed and 
perhaps we can have a little bit better art than that portrayed of the 
distinguished chairman, in the building. 

Mr. Scuppmr. I know your intentions are right, but do not let 
them get into the hands of some of these artists who paint a lot of 
modern art on post office walls, which is decorative to some people but 
obnoxious to others. 

Mr. Reuss. I am sure the only proper esthetic canon for this 
advisory group would be, is it true and is it beautiful; and by those 
standards I am sure both you and I would be more than satisfied. 

Mr. Jonzs. Mr. McGregor. 

Mr. McGregor. Mr. Chairman, I did not intend to ask any 
questions, but my good friend from New Jersey was so positive that 
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he wanted this existing lease-purchase law or rent-purchase law 
repealed that I am just wondering why. It is not interfering in any 
way with the thing you want done. 

If you want a post office or a Federal building in your district there 
is not a thing in the world in Public Law 519 that prevents you from 
going back to the original law and asking for it. It is still in effect 
and you can introduce your bill and let the Congress work on it. I 
will refer you to section 102. This is in the law. 

It is not the intention of the Congress that the program authorized by this 
title shall constitute a substitute for or a replacement of any program for the 
construction by the United States of such structures as may be required from 
time to time by the Federal Government. 

This law you want repealed is simply another vehicle by which we 
might get more Federal buildings. 

Mr. THompson. I might say to the gentleman that I would be 

erfectly satisfied if they would abandon using the section and just 
heave it on the books if we can have that assurance. Just like the 
gentleman is, I am interested in economy. I have been placed in the 
rather unusual position recently of answering a great deal of cor- 
respondence on the Federal budget and defending the President for 
what many of my constituents consider an abdication of the responsi- 
bility of the Executive to present to the Congress a budget based on 
the barest minimum needs. 

I am going to cooperate with the gentleman and with all of the others 
who can find places to pare this down. ‘Tragically it has been placed 
on us when perhaps it should have been done on other levels. 

Mr. McGrecor. That is all. 


Mr. Jones. Thank you very much, gentlemen. I assure you the 
proposal you have made will excite the interest of the members of the 
committee and certainly consideration will be given to your amend- 
ments. Thank you again. 

Next we have our colleague Mr. E. C. Gathings of Arkansas. 
Mr. Gathings. 


STATEMENT OF HON. E. C. GATHINGS, MEMBER OF CONGRESS 
FROM THE STATE OF ARKANSAS 


Mr. Gatrarines. Thank you, Mr. Chairman. 

Mr. Jones. We are delighted to have you today. 

Mr. Gatuines. I am pleased indeed to have the opportunity to 
appear before your subcommittee. At the outset I want to say | am 
not an expert with respect to finance or the building program. I am 
not going to cast too much light on the study that you gentlemen are 
now engaged in. I just want to give you a picture with respect to 
two cities in the district I am privileged to serve. 

Shortly after I arrived in Washington in January 1939 I got a 
message from the Post Office Department that the city of West 
Memphis, my hometown, was badly in need of a post-office building 
and it was being placed on the approved list to obtain a post office 
under the provisions of the law which was on the statute books at 
that time. We have been attempting to build that building in the 
city of West Memphis ever since. I may say in fact that the Govern- 
ment of the United States has been attempting to provide post-office 
facilities in the city of West Memphis since 1939. 
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I read with great interest the remarks of the chairman of this 
committee when his bill was introduced to provide for appropriaton 
of funds to carry out the Federal building program. He gave the 
history and background of the way this program worked from its 
inception back many, many years ago. But in the city of West 
Memphis when that authorization originally came about to put up 
a building in that city, we had a town of something over 3,000 people. 
That was the census of 1940. It gave us 3,369 people and they moved 
along into 1950 when the census showed 9,102 people or thereabouts. 
Today the city has a population of more than 16,000 people and the 
need is more acute than before and getting worse all the time. 

I recall when I first moved to that town we had a little oversized 
bedroom type of a building—a shotgun house—that housed the post 
office. 

Next they moved into a single or side room of the Ford dealer in 
that city, a small building. 

Now they have amet up and have a lease on an empty store 
building there. They have 1,950 square feet and there are 6 letter 
carriers working in that office and many clerks. I do not know where 
or how they are operating in that building. 

My purpose in being here is in the hope that some type of program 
will come out of your committee to bring us some post office and other 
buildings. Bids are being asked at this time to build this post-office 
building under lease purchase. Only three firms have asked for the 
builders package. 

I do know there has not been a new building built in the United 
States since I first came here in 1939. There has not been a post- 
office building built since then. We do need one in the city of West 
Memphis badly—if no award is made this legislation should be in- 
strumental in assuring the construction of this building. 

Last year this committee approved it and this committee also 
approved one for the city of Helena, Ark., both of them im my dis- 
trict, and I am proud indeed that you saw fit to do so under this 
lease-purchase program. 

Let us look at Helena for just a moment. It is an old city on the 
Mississippi River. It is the only seaport in the State of Arkansas. 
It has a Federal court there. Judge Lemley, our Federal judge has, 
refused to hold court in the city of Helena because of the fact that he 
does not want to walk up the stairs. It is an old building, 75 years of 
age or older, and it is pictured here. 

So we appealed to the General Services Administration to see if we 
couldn’t get an elevator put in that building so that the judge could 
hold his court. We got a report back from this agency that the old 
building was in such shape that it would not be economically feasible 
to attempt to put an elevator in it. 

The roof is in bad shape, as you can see from these pictures. The 
building looks quite antiquated. Here are some pictures taken from 
the inside of the post office part of that Federal building. Here is a 
sorting room which was abandoned. Here is an outmoded loading 
er which is too high for the trucks to back up to and unload. 

Of course, you hear that story throughout America. You do need 
a building program and Helena is the one that is so badly in need in 
the State of Arkansas that this committee saw fit to approve it. 

So, [ appear here in support of the legislation presented by the 
chairman of this subcommittee because we do know by direct appro- 
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priation we can get some buildings that are badly needed throughout 
the country. With only one project being built in 3 years it looks to 
me like it is time to devise a better plan. Under the Jones bill tax 
savings were estimated by the Department to be about $700 million. 
This figure also includes interest savings as well. 

Mr. Jones. Are there any questions on my right? On my left? 
Thank you, Mr. Gathings, and I want to say that you have shown 
great interest and great industry in trying to see that your community 
and other communities in the country receive proper housing for 
Federal agencies. I know you have talked to me about it many 
times and I assure you the committee will take into consideration 
the facts you have pointed out to us today. 

Thank you. 

Our next witness is Mr. John Byrnes, a Representative from the 
State of Wisconsin. We are delighted to have you, Mr. Byrnes. 


STATEMENT OF HON. JOHN W. BYRNES, MEMBER OF CONGRESS 
FROM THE STATE OF WISCONSIN 


Mr. Byrnes. Thank you Mr. Chairman and members of the 
committee. 

I appreciate this opportunity to present my views on the problem 
of public-buildings construction. First I want to say that I think 
this committee is to be commended for the promptness with which 
it is going into this problem, which is a very urgent one. 

I want to comment briefly on the bill introduced by the distinguished 
chairman which would repeal the so-called lease- -purchase program, 
and substitute for it a program requiring direct appropriation of funds 
for public building construction. I would like to comment particu- 
larly on that aspect of the bill which relates to the repeal of the lease- 
purchase program. 

I believe the committee should think twice before approving legisla- 
tion which would repeal the lease-purchase program. It should be 
recalled it was enacted to fulfill a need. That need was the necessity 
for making some progress in cutting down the huge backlog of urgently 
required Federal buildings which has been built up in intensity over 
the last 20 years. We have not been doing any building at all for 
various reasons, which occurred during that period. 

When the lease-purchase program was enacted, I think it was 
generally recognized that Congress during the prec eding years, or at 
least for 15 or 20 years, had been reluctant. to appropriate direc tly 
for any but the most urgent and probably the most clamorous public 
building projects. The ‘Jease-purchase method of paying for capital 
improvements over a period of years rather than all at once, it was 
then felt if you recall, would provide the means for attacking the 
greatest public building problems that existed. 

I am somewhat skeptic ‘al, therefore, that the bill before this com- 
mittee provides the answer to the public building program—in other 
words, the reversion to the proposition of asking for direct appro- 
priations. It would place total reliance on the direct appropriation 
program. which proved singularly unsuccessful in the past and which 
the lease-purchase program was designed to supplement. 

I am inclined to think that the committee would do well to consider 
ways of perfecting the lease-purchase program, retaining it as an 
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alternative to the direct appropriation approach and utilizing it 
much as the Post Office Department utilizes commercial leasing as 
an alternative solution to the pressing building problem. 

In other words, in approaching this problem I believe in short we 
would be better off with several strings to our bow rather than just 
one, and particularly when that one has in the past proved unsuccess- 
ful and its unsuccessfulness encouraged us to go into the lease-purchase 
program. 

I would like if I could to call the committee’s attention to an 
emergency situation created by the breakdown of the lease-purchase 
program. I do so because I believe whatever action Congress may 
take on long-range public building authorizations, there is little 
chance that Congress will appropriate funds for a general building 
program for the ensuing fiscal year. 

We are confronted with a large budget, which almost every Member 
hopes to reduce. ‘There are inflationary pressures at work and our 
administration called for a halt not only in the lease-purchase program 
but what they contend is all unnecessary Federal construction. If 
this is true—and I think it is—and the lease-purchase program 
remains inoperative, there is not going to be any construction of any 
kind in the immediate months ahead, or in the next fiscal year, so in 
the next year and a half there will be no program of any kind and we 
will remain, as we say, in the status quo we are in now. 

Frankly, I do not think the conditions which exist today in the 
Congress or in the country will be very conducive to getting through 
either authorization programs which will provide and call for direct 
appropriation, or getting any direct appropriations through this 
Congress. So I think we have to find some other out. 

This kind of a situation where nothing is done for over a year and 
a half would work great and severe hardships in many communities 
which, through the operation of the lease-purchase program prior to 
its suspension have been led to believe that the construction of new 
buildings was assured. I refer particularly to those projects which 
require only the awarding of a contract to a successful bidder in order 
to be gotten underway to get the ground turned over. 

The committee well understands that the construction of a Federal 
building, particularly in the smaller or medium sized cities, does not 
take place in a vacuum. Such construction is an event of major 
importance and it has a profound effect on that community. ou 
are all familiar with the situation-in your individual communities. 

In many communities the community must commit itself to definite 
courses of action when it believes that success is imminent. The 
building will have an effect on the local planning and parking, taxes, 
traffic patterns, employment, and numerous other matters with which 
a local government must concern itself. 

When construction by all reasonable indications is assured the com- 
munity acts if it is a progressive community. When plans for con- 
struction are then precipitously halted the community finds itself 
high and dry, and having taken action it can no longer rescind or 
change it. 

To illustrate the point I am trying to make I would like to give 
the committee one example with which I am thoroughly familiar— 
the post office and Federal building, which is a combined project, for 
Green Bay, Wis. It is in my district and I have worked closely with 
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the General Services Administration and the Post Office Department 
and local government officials on this project since its inception. The 
need for doing something was recognized as far back as 20 years ago. 

The Public Buildings Act of 1937 in fact authorized extensions and 
remodelings of the present 48-year-old structure to meet the critical 
needs of that time. That was 20 years ago in 1937. There was the 
ume then. We recognized it but nothing was done. It was never 

one. 

Of course, there is a rapid growth in the volume of mail and the 
number and size of Federal agencies in the community, and the build- 
ing ever since then has been on a high priority list as far as Govern- 
spent action is concerned if and when the time came for doing some- 
thing. 

The Public Buildings Act of 1949 came along and there was renewed 
hope under that act construction might begin in the foreseeable future. 
Under that act General Services Administration negotiated with the 
county for a site which was county-owned land in the heart of the 
city. After lengthy negotiations an agreement was reached. That 
agreement was made in 1951. 

I wish you would bear in mind these dates because they show part 
of the problem created. 

In 1951 they provided for the transfer of this county-owned prop- 
erty to the Federal Government in return for the present Federal 
building which would be then turned over to the county. 

The county was to evacuate a building on the new site when con- 
struction began, and the Federal Government was to turn over the 
old post office building to the county when the new building was 
completed. 

At this point, I should explain that the county, like the Federal 
Government, has been faced with a critical shortage of office space for 
housing its employees. 

It was the plan of the county to remodel the old post office building 
which was adjacent to the site. It was the expectation of the county 
that that would be done without undue delay in the construction of a 
new Federal building. As you know, however, Congress never did 
implement the Public Buildings Act of 1949 by providing funds for 
the construction of buildings under that law. That was put in 
suspension back in 1951. 

In 1954 when the lease-purchase program was enacted, hope for a 
new Federal building again arose. And this hope brightened, of 
course, when Green Bay was among the first projects approved by the 
two Federal committees and the Bureau of the Budget, which took 
place in late 1954 and early 1955. And then the hope seemed ready 
to materialize when GSA contracted for architect’s services in July of 
1955, and when plans were completed in the summer of 1956. In 
fact, they were completed in the spring of 1956. 

To show what happened, a release was issued at that time with a 
picture of the new office building. This was in March. There was 
the new building. This was sent out with a release to the papers in 
the area, and the release with it says: “According to the present 
schedule for final plans and building construction, it is expected to 
start later this year.’””’ This was in March of last year. 

So, as you see, of course, the hopes went up. And everybody in 
the community was making plans that the ground was going to be 
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dug; excavation was going to begin. In fact, it went to the extent 
that notice was given to the county to evacuate the building that was 
- the site, so that the construction people could move in and clear 
the site. 

You can well imagine the dismay in the community when, first, no 
bids were received on the project, and then later, when GSA announced 
suspension of the whole lease-purchase program. It had all of the 
effects any cancellation of any construction program would have, 
upon the Government agencies, the county, the city, the people, and 
in addition, it just works a terrific hardship on the county government 
which has evacuated property, which is waiting to occupy property 
which, in a sense, it rightfully owns. 

The county has not only had its space problem seriously aggravated 
by the evacuation of the building site, not only is denied title and 
possession for the building for which it has paid in kind, the Federal 
building, is not only prevented from utilizing property which would 
be available to it for construction of needed facilities, but in addition 
to all of this, the county finds it cannot make any plans for meeting 
its own space needs because it does not know and has no way of deter- 
mining whether the Government will complete its agreement tomorrow 
or ever. It is just in a complete state of suspension. 

I know of no way this serious hardship can be alleviated other than 
by early construction, the Federal Government going ahead at the 
earliest possible time with the agreements entered into, with the county 
and local community renting costly quarters, and with the post office 
now operating under extreme difficulty, and thus releasing this building 
for the county, also. 

I believe, therefore, that this committee, in addition to surveying 
this whole problem of a long-range public building program, should 
most carefully go into each of the building projects which reached the 
bidding stage under the lease-purchase program, to determine if the 
Federal Government does not have a direct moral responsibility to 
go ahead with construction of those projects. 

- We know that these buildings are sorely needed because they have 
already gone through the Bureau of the Budget, this committee, and 
the Senate committee, as urgently needed projects. We know that 
there was an expectation in each of these communities that the 
buildings would soon be constructed. I believe we ought to survey 
these communities to determine if actions of the Federal Government 
have not created hardships, in other words, upon them, which should 
be alleviated by emergency action. 

If you find the hardship to exist—and there are eight of those 
projects that are up at the bid stage; everything has been done; it is 
just a matter of getting a successful bidder and letting a contract. If 
you find that hardships exist, then I believe this committee should 
take the lead in attempting to find a solution which will lead to early 
construction of the building. 

Now, the solution, it seems to me, might be—and I would like to 
suggest this to accomplish this purpose—that the suspension of the 
lease-purchase program should be lifted, at least in the cases of your 
emergency projects. ‘To that end, GSA should be requested to ask 
for a review of the joint determination which suspended the program 
in the first instance, with the objective of modifying it in the case of 
those particular types of projects. 

89830—57——11 
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In the meantime, GSA should be asked to furnish new maximum- 
cost estimates on these projects to the congressional committees, so 
approval can be gained of any changes which have occurred since ‘the 
original estimates were approved. I understand that that is in 
preent or they have done that. 

Third, the allowable interest rate on these purchase projects must 
be made realistic. The basic law, as I understand it, imposes no 
control over the allowable interest rate except that it should be 
reasonable. Well, we know that the present 4 percent rate—which 
I understand is imposed by the Treasury, although I do not find in 
the law where they are the ones who have any right to determine 
what is a reasonable rate, but apparently the Treasury has said 4 
percent. 

Well, 4 percent is neither reasonable nor realistic in the light of 
the present-day money market. The GSA, with the assistance of 
this committee, should request an increase on the allowable interest 

rate from the Treasury. 

And I might say in this connection, as to the interest rate allowed, 
that frankly I cannot see any more logic in setting an absolute interest- 
rate limit in seeking bids than in setting dollar limits on the cost of 

the bricks that are going to go into the project, or steel, or cement, 
or anything else that goes into the bid. All of these ieesaeie are 
part of the cost of the building. You ask for a bid to build this 
building under the lease-purchase proposition, and what is it going to 
cost? Now, interest is one item of the cost of building that building, 
but so is mortar, so is structural steel, so is cement, but we do not sav 
that it has to be broken down all down the line. ‘ 

What GSA should seek is full and free competition, it seems to me, 
not only on construction, but on financing. If competition is vigorous, 
we can expect the lowest possible cost under the conditions which 
then prevail. After such competition, and when all the bids are in, 
then the Government can determine whether it can afford to pay the 
going price. 

You might very well decide that the price is too high, but you 
always have that right. You would decide that if it was a matter of 
concrete or steel or bricks. Why get so all wrapped up and concerned 
about this item of an interest maximum when you are going out and 
asking for bids? 

It is a different proposition in many other cases, where you are 
going out and loaning money, or that sort of thing, or borrowing 
money directly. You want to know what the interest rate is, and 
you are going to set a ceiling on it. But this is just a part of the 
construction program. To limit competition beforehand by limiting 
the cost of various factors which go into the building, to me just 
makes very little sense, Mr. Chairman. 

Now, I have expressed particular interest in the emergency aspects 
of the shut-down of the lease-purchase program, but may I reiterate, 
however, that as I said at the beginning, thei mportance of developing 
certainly a long-range public buildings construction procedure must 
be recognized. I have no doubt that there are numerous other projects 
which have not reached the bidding stage under the lease-purchase 
program, which should be built at ‘the earliest possible date in the 
interest of efficiency in the executive branch, and we should be pre- 
pared to handle these projects. I hope this committee, as it proceeds 
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with this work, will conclude that a perfected lease-purchase program 
can play a significant part in solving this complex problem. 

Let me just add one more thought, Mr. Chairman. I have taken 
more time than I should, but there is one more aspect in this thing 
that I think just confuses the whole issue. 

We have heard all this talk about the emphasis, about the pressures 
that this program exerts on the inflationary picture that we have 
today. Well, certainly we have to be concerned about anything 
that puts pressure on the inflationary tendency, but I think what 
they do in many cases, and I think what the Administration has done 
here, is that they have considered this whole lease-purchase program, 
the whole 150 or 160, whatever it is, projects that are in the mill under 
the lease program. They consider it as a whole, and they take the 
total of that whole picture and assume that you are going to start 
digging and constructing all of those buildings and spending all of 
that money tomorrow. 

Well, our experience with the lease-purchase program certainly 
should teach us that things don’t happen that fast. We have had 
one building built in the lease-purchase program, which was enacted in 
1954. Now, how can we assume that all of these 150 are going to 
be built in the rest of this year, or the next fiscal year? There is no 
justification for considering this program as a whole in considering 
the inflationary pressures exerted. 

And I noticed in this morning’s paper what to me seemed like a 
very peculiar situation. Mr. Burgess appeared before a committee 
in the other body on this program and, in talking about the interest 
rate and the suspension, he suggests that, well, maybe in a month or 
two there is likelihood that this program can go ahead again, that 
the inflationary pressures might be relaxed so that they can go ahead. 

Even the Green Bay project, or any one of these other projects—if 
you said today, and the administration said today, to GSA, “Go 
ahead with them,” there isn’t a one that would have 1 cent spent on it 
within the next 2 months or 3 months, or for which any ground would 
be dug, because there is still a backlog in the thing. 

Also it should be remembered, I think, by the administration and 
those who see in this program a terrific pressure, that these projects 
are scattered al] over the United States. They are not concentrated 
in any one area. That, also, dissipates some of your inflationary 
tendency. 

So, Mr. Chairman, I think that if the committee considered this 
lease-purchase program, and if the administration considered it— 
that is, when they are talking about the inflationary pressures—in 
terms of actually what will be done, what will be constructed even if 
we move ahead at high speed in the next 4 months or 6 months or 
year and a half, your total of the amount of spending will be very, 
very small, and the pressure, therefore, will not be anything like what 
is envisioned when you take the whole program and all of the money 
that is involved in the total of the 150 or 160 projects. So, I think, 
frankly, they have overemphasized the inflationary aspect of this. 

Mr. Jones. Thank you very much, Mr. Byrnes. The committee 
appreciates the study you have given to this problem and your 
knowledge of the subject. 

Are there any questions? 
Mr. McFatt. I would like to say I have enjoyed this presentation: 
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Mr. Scupper. I think you have given us a very illuminating state- 
ment on the whole situation. It is my hope we can continue the 
program because, from the information I have heard presented here, 
there is no conflict between the two methods of constructing Federal 
buildings and post offices. I hope it can be put to a more beneficial 
use by certain amendments that can be placed in this bill to make it 
more effective and tend toward more construction. 

Mr. McGrucor. I want to add a note of congratulation, too. 
John has spoken to me many times about this project, and his testi- 
mony here has shown he has given very thorough study to it. And 
one thing above all, in my opinion, is that he has given us some very 
constructive e suggestions and something to think about. John, I am 
very grateful. 

Mr. Brynes. Mr. Chairman, I want to say this. Sure, I am here 
on a special project. If I did not have a special project, I suppose 
I would not know very much about what the program is all about. 
But I would not want the committee to think I am just saying that 
the Green Bay project is out in a category all by itself. 

I think the very fact that you have a project, have taken bids, 
have gotten to the point where you have actually had your community 
take positive action because they have been practically told that within 
a couple of months they are going to be in there with the scoop shovels 
and the contracts, has created just a situation that we, as Congress, 
and the administration should not tolerate and let continue to exist. 

Thank you. 

Mr. Jones. Thank you. 

Our next witness is a member of the Public Works Committee, 
who is not a member of this subcommittee, but who has been in 
attendance and has given considerable interest and devoted a great 
deal of time to this subject, the construction of Federal buildings. 

Mr. Schwengel. 


STATEMENT OF HON, FRED SCHWENGEL, A MEMBER OF 
CONGRESS FROM THE STATE OF IOWA 


Mr. ScuwENGEL. Mr. Chairman and members of the committee, 
I want to say, as a former member of your subcommittee, that 
the fact I am not now a member of the subcommittee is no reflection 
on any of the personnel, and certainly the present chairman of the 
subcommittee. I have told him and I have told others that I think 
that your committee has one of the finest presiding officers I have seen 
on any legislative committee. 

Mr. Jonzs. Off the record. 

(Discussion off the record.) 

Mr. Scowence.. I want to say at the outset, too, that I agree 
substantially with almost everything that has been said here on this 
program that reflects upon the urgency of the program and the 

roblem at hand before us as we try to represent our communities 
in these areas. 

At this point I would like to ask unanimous consent to revise and 
extend my remarks because I am going to speak from brief notes on 
the highlights, and I hope to conserve some time and abbreviate 
somewhat. 

Mr. Wricur. Without objection, you may. 
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Mr. ScuweEnGB.. I have a special interest in the project at Burling- 
ton, that most of the members of the committee know about, and I 
would like to point out a few things about the project which indicate 
its urgency, because I think it is typical of many of the projects that we 
are considering, and therefore presents a real challenge to all of us to 
see if we can find some answer to meet this condition. 

Burlington is a progressive Iowa community of some 35,000 in a 
post office service area of some 50,000 patrons, and it definitely out- 
grew its present post office in 1936. Testimony as to that is before the 
Post Office Department and various other places here in Washington. 

The original building was erected in 1896 and considered adequate 
at that time for 20 years. In the late Thirties, however, the post- 
office officials became aware of the increased facilities that were needed 
and would have to be considered to take care of the growing volume 
of business out of that office. Accordingly, and in good faith, studies 
were instituted and it was decided to build a new building, and land 
was acquired in 1939 and plans were made for a new structure at that 
time. 

However, the war intervened, and Government construction, which 
included post-office buildings, was curtailed. After the end of the 
war, the 81st Congress recognized the desperate need and declared that 
Burlington was eligible for a new building at a cost of $1 million. Get- 
ting an appropriation for the building.was another matter, and it was 
not until the Lease-Purchase Act of the 83d Congress that any of this 
agitation took concrete form in providing the mechanics by which a 
building could be realized. 

Well, the proposal was then that we could move ahead on the lease- 
purchase program, and $1,328,000 was allowed and granted and agreed 
upon, and the architect’s plans have been approved. The project was 
let for contracts, and we are within some hundred thousand dollars of 
agreeing on what should be the figure to proceed on. 

Then, of course, we had this delay that was instituted by a change 
of policy in the administration, and naturally the people who had been 
led to believe they were going to have a post office since 1939, and 
whose hopes were raised last year through the action of this committee, 
were pretty much—well, it just killed the whole community attitude, 
and they think they have been dealt with rather unfairly. Naturally, 
they have been. 

I felt that it was unfair in a sense for the administration to say, 
‘‘Here is a program to meet this challenge, and we say it is inflationary, 
and so now we are going to cut it out.’”? Well, that led me to look at 
this total picture of what our Government responsibilities are, and so 
I gathered together some figures which are rather incomplete, because 
I have not covered the whole front, but I would like to share these 
figures with you to show you that we have not been quite consistent 
in this matter. 

In the Defense Department, for instance, we have granted and we 
have started projects in the amount of $5,200 million. Many of those 
are underway right now, and plans are instituted to complete them. 
Now, that is all over the United States, for airport installations, Nikes, 
and defense buildings and other projects that have to do with defense. 

Now, we approved and we have started a State Department build- 
ing that is going to cost an estimated $57,400,000. ‘qs 

And here is an interesting figure. The State Department” en- 
visions spending next year $18,463,000 outside the United States for 
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improving facilities. That is in 30 projects, and in 1 project $4 mil- 
lion will be spent in Great Britain, for instance, to improve our Em- 
bassy and facilities there. 

Then, right here on the Hill, we have projects started and we will 
undertake to spend another $139 million for a new Senate Office Build- 
ing, new House Office Building, and other improvements here on the 
Hill. 

And the question I submit is this: How necessary are these appro- 
priations as compared to the needs in communities like Burlington 
all across our Nation? I think it behooves us to get together on some 
kind of a program on which we can move forward at a much more 
rapid pace than we have been able to do either under an old program 
or under the new lease-purchase program. 

My personal feeling is this, that we ought not to discard the lease- 
purchase program, but to study it and see where we can amend it 
and improve and make.it more attractive so we can move ahead more 
rapidly to meet the very real challenge that is ours to build buildings, 
GSA buildings, and post offices across the whole United States. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity. 

I have already asked for unanimous consent to amend and extend 
my remarks. , 

Mr. Wricur. Are there any questions? 

Mr. McGrueor. No questions. 

However, may I congratulate our colleague. I think he has 
raised a very pertinent question. 

Mr. Wriaut. I want to say that our colleague has been one who 


has always contributed constructively to every activity of this com- 
mittee on which he has served. 

We have with us our colleague from Texas, who served as a mem- 
ber of this committee in the last session of Congress, and who now 
is serving as a member of the House Interstate and Foreign Com- 
merce Committee. 

Mr. Alger. 


STATEMENT OF HON. BRUCE ALGER, A MEMBER OF CONGRESS 
FROM THE STATE OF TEXAS 


Mr. Auger. Mr. Chairman, I appreciate the opportunity to appear. 

I ask consent to revise and extend my remarks. However, in the 
interest of brevity, Mr. Chairman, I shall stick to this statement— 
and [ have a very short statement—without ad-libbing, if I can 
resist the temptation. 

I am Bruce Alger, Representative for the Fifth District, Texas. 
My district consists of Dallas County, the principal population con- 
centration being in the city of Dallas. There are numerous Gov- 
ernment offices widely scattered throughout Dallas, which were to 
be consolidated into a Federal center, together with Federal courts, 
and Congress last year approved this project under the lease-purchase 
program. 

This Dallas Federal building was not my project originally. I 
championed it last year as a member of this committee and today 
solely on its merits; that is, that it would be more economical and more 
productive for our citizens and ‘taxpayers to have this building, con- 
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solidating the various governmental agencies, than under the present 
rather scattered arrangement. The certificates of need from each 
governmental agency I also have here with me, along with the pros- 
pectus. 

In good conscience, I would not be for this project if it were not the 
most economical and efficient manner in which to house our Federal 
agencies. I would not be for it at this time if this construction would 
cause inflation. I will not champion this project just for the political 
benefit of having such Federal expenditure in my city. For the same 
reason, I have opposed and will oppose purely political efforts to deny 
it to my district. It could be, as a matter of fact, as I see it, that I 
might oppose this building myself if it were put in an omnibus building 
program in which there were recognized to be purely political projects 
involving waste or boondoggling. For 2 years, I have opposed the 
Dallas Floodw ay Federal offer of money because it was part of a bill 
which contained what some of us have called pure pork barrel, projects 
not warranted, wasteful, or hastily conceived without proper study. 

Therefore, I would like to include at this point in the record the brief 
statement of the project data, “Justification of project,’’ which sub- 
stantiates the need for this building. 

(The document referred to is as follows:) 


F. JUSTIFICATION OF PROJECT 


The urgent need for this project is based upon the inadequacy of existing 
space in federally owned buildings to meet the current space requirements of the 
Federal courts and other Government agencies. 

2. The creation of additional judgeships in Dallas has resulted in the need for 
additional court facilities. The present space occupied by court activities in the 
existing post office and courthouse is 18,835 net square feet. The current require- 
ment for court space is 36,155 net square feet, which is about twice that now 
occupied. It is impractical to remodel or to construct an extension to the existing 
post office and courthouse. 

3. The consolidation of agencies from the present eight widely scattered loca- 
aes will result in closer coordination and more efficient operation. 

This proposal will enable the relinquishment of approximately 210,000 square 

fe a of commercially leased space at an annual rental saving of about $428,000. 
The release of this leased space will not adversely affect the rental market. 
5. This proposal is based on the disposal of the Government-owned building 
at 1114 Commerce Street. This building, built in 1924, was acquired by the 
Army in 1942 and transferred to GSA in 1949 without reimbursement. The 
building was designed basically as a warehouse and merchandise mart type of 
structure; does not lend itself to economical and efficient office space type of 
operation; has considerable obsolescence in building service facilities; and is on 
the fringe of an economically blighted area. It is estimated that an expenditure 
of $870,000 will be required during the next 5 years for deferred items of repairs, 
replacements and improvements. 

6. This proposal is also based on the retention of the present post office and 
courthouse, and the post office terminal annex, and relocation of agencies from 
these buildings to provide space for postal expansion. 

7. There is no existing commercial building available for purchase which would 
be adequate and suitable for Government occupancy. 

8. The proposed building will be functional in concept and devoid of excessive 
embellishment and extravagant appointments. The design of the building and 
facilities will provide for the utmost economy in construction, maintenance and 
operation costs considered. 
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G. ANALYSIS OF PROJECT SPACE 


Present Proposed 


Net Per- Net Per- 
square sonnel square sonnel 
feet feet 





(a) Distribution by agency: 
Tax court. ’ : 2, 100 | 2 
District courts (including attorneys and mar shals)_ Bb inbsil 18, 835 31} 34,055 47 


Subtotal, courts__---..-- ‘ 8, 835 | 81 | 36,155 | 49 
Agriculture ____- ; : . 20, 308 178 19, 310 
Central Intelligence. oe ‘ Aiaptted iad J ashes 291 2 | 200 
Civil Service. aed | 19,246 126} 17,550 
Defense - __- poe ERTS - 74, 949 599 | 182,051 
Federal Mediation and Conciliation___-. ee 818 3 1, 296 
General Accounting : . 3, 612 | 55 | 4, 200 | 
Health, Education and Welfare -_-_- Stee ; 28, 101 | 196 | 44, 508 | 
Housing and Home Finance . 4 22, 050 203 | 25,340 
Interior - .- : a I ; . 5, 107 5 5, 825 | 
Interstate Commerce___-_- : ’ 753 1, 050 | 
Labor | 13,642 5 | 12,525 
Railroad Retirement. .---_- sand tee 7, 734 | i 8,015 
State at ie ; ba é 306 3 | 400 
Treasury ; | 147,277 976 Li 56, Ha 
Veterans’ Administration - -- . | 89,419 | 
GSA—tregional office -.-.- ; 32, 309 : 36, a8 5 














Subtotal, agency space _- | 465, 922 3, 210 | | 468, 866 | 
Reserve for expansion -- | 75,000 
General Services: 

Custodial - - - d 22, 184 } 
Health unit and vending stand | 
Communications. 


IA Bee |-~-4.. 
1, 400 |....-- 
3, 300 | 


| 
i 
Net assignable space a ‘ial : : i 597, 046 
| 
| 





Horizontal circulation 69, 000 | 
Total net area__- ‘ ; |} 606,941 | 
(6) Utilization: Agency space (exclusive of courts): Square | 


666, 046 | | 3, 314 
foot per person : al 





1 Variance reflects agency space to remain in present quarters. 
H. OTHER SELECTED DATA 


1. The proposed contract provisions will not exceed the amount necessary to— 
(a) Amortize principal (including insurance, taxes and interest during 
construction). 
(b) Provide interest not to exceed 4 percent of the outstanding principal. 
(c) Reimburse contractor for postconstruction real property taxes. 

2. It is proposed to make awards on financing and construction by competition. 

3. Estimated completion date for the project is 43 months from date of final 
approval of prospectus. 

4. Taxes estimated on basis 50 cents per square foot net area. 

5. Insurance included during construction only as part of total cost borne by 
construction contractor. During postconstruction period Government will act 
as self-insurer. 

6. Sale of existing Government-owned property is expected to realize approxi- 
mately $2,900,000. 

It seems to me the lease-purchase program has failed largely because 
of the unrealistic 4-percent limitation as maximum rate of interest on 
the purchase contract. I believe this program would succeed if the 
rate of interest were left flexible or, if it must be set by law, possibly 
be permitted to go to 5 percent. 

If, however, the committee in its study finds a more economical 
way in which to secure the necessary buildings, I certainly will defer 
to its judgment. Since it is anticipated that this Dallas Federal 
Center will provide the necessary services at less rental to the Govern- 
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ment than the existing rental totals, plus additional space require- 
ments, then even the direct Government expenditure program would 
be feasible, as I see it. 

{ know this committee intends carefully to study the alternatives 
and I am confident such study will result in the best solution to this 
problem. I appreciate this opportunity of appearing before this com- 
mittee on which I had the honor to serve during the 84th Congress. 

Thank you, Mr. Chairman. 

Mr. Wrieut. Are there any questions? 

Mr. McFauu. No questions. 

Mr. McGrecor. No questions. 

Mr. Wrieur. I would like to thank the gentleman from Texas for 
his appearance before us, for his active service with us in the previous 
Congress, and for his statement today. 

Mr. Jonzs. Off the record. 

(Discussion off the record.) 

Mr. Wricur. We have present Dr. William E. Neal, Member of 
Congress from West Virginia, who is scheduled to testify before us 
at this time. 

Dr. Neal is a former member of this committee, in the 83d Con- 
gress, I believe. 

Dr. Neau. Right. 

Mr. Wricur. We are glad to have you with us today. 


STATEMENT OF HON. WILL E. NEAL, A MEMBER OF CON- 
GRESS FROM THE STATE OF WEST VIRGINIA 


Dr. Neat. Thank you very much, Mr. Chairman. It is quite a 
pleasure for me to come over and see these committee faces again, 
although there are quite a number of new faces I see here. 

I shall not go into any new details, many of which I am sure have 
been covered with relation to other projects here this morning. 

As a member of the committee and subcommittee that studied this 
bill originally, I had a great deal of confidence that it was going to 
meet some certain requirements that formerly had been neglected, and 
I still believe that this Lease-Purchase Act has a place in the con- 
struction of much needed public buildings in various parts of this 
Nation of ours. 

In our own particular case, we have been looking for public building 
construction to be initiated for about 10 years. Our own local com- 
munity made up about one-third of the cost of the lot on which plans 
were made, and about $300,000, as I understand, was spent in planning 
and specific costs, and those plans had to be abandoned after General 
Services took up the consideration under the Lease-Purchase Act. 

Mr. Wrieut. Doctor, may I inquire just what particular project 
you refer to? 

Dr. Nea. This is the Huntington, W. Va., project. 

Mr. McGreaor. Huntington? 

Dr. Nea. Yes, sir. 

Those plans that were originally prepared and accepted by the 
Government had an estimated cost of around $5% million. Inasmuch 
as the rental that is being paid in our own locality for space would 
probably retire only at an amount based on $3 million to $3% million, 
the General Services people discarded the old plans and limited the 
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structure to a cost within the limits of the amount of money return- 
able from the rentals. 

Well, we felt that we would go along and denied ourselves the priv- 
ilege of this building for a long time, “and the hope that some effort 
or some success could be made under this lease-purchase program was 
quite high among all of our people who had been waiting all these 
years. The result, of course, is just what we have heard here over 
and over today. 

Now, insofar as my idea of the future benefit of the law is concerned, 
I think it would be quite improper to repeal the law inasmuch as many 
of these projects have gone through all the preliminary planning stages, 
the cost estimates, and the structures have been gone into thoroughly. 
Many of the agencies that are interested in building with this kind of 
contract might still be interested, and the preliminary studies they 
have made naturally would not entail a great deal of time and ex- 
perience on their part. 

So, if there need to be some amendments to this law which would 
permit the General Services people to take these projects that have 
gone far enough to be advertised already—I understand around 25 
of them were advertised in November and December. If the General 
Services people have need for a little more flexibility on the part of this 
law to give them the opportunity to negotiate as to the letting of con- 
tracts for those buildings that have gone this far, certainly 1t would 
save our Government and our taxpayers a great deal of money over 
the plan of repealing the law and discarding everything that has gone 
on so far, and then hoping to get some committee to adopt some other 
legal procedure whereby these buildings could be constructed. 

Therefore, I think it is the part of good judgment to maintain and 
to retain this public law on the statute books, and I believe that it 
offers the General Services an opportunity to go along and do for some 
of these pressing situations we have over the country what they need. 

I agree with one of the Members who spoke a while ago of our con- 
tribution for public structures in foreign lands. I have seen a good bit 
of it myself, and I just simply believe that our people are coming to the 
point where they are reacting very, very angrily against the attitude 
that the Congress of the U nited States and the Government of the 
United States are taking toward neglecting much of the needed things 
here in this country and giving in preference so much of our efforts, 
financial efforts and our assistance, to people abroad. 

I know the situation requires a great deal of study, and my criti- 
cism is not based on any idea that I am thoroughly opposed to the 
foreign efforts or anything of that sort, but there is that point of 
differentiation, where we either must do something for our own 
people comparable to that which we are doing for people outside of 
our own Nation, or else we are going to have a public reaction among 
our own people against the situation to the point where it will be 
very unsatisfactory. 

I hope, gentlemen of the committee, that you will find means to 
recommend the continuance of this bill. I think the bill to repeal it 
is entirely unnecessary. 

Thank you very much. 

Mr. Wricut. Thank you. 

Are there any questions anyone would like to ask? If not, thank 
you very much, sir, for your appearance before us today. 
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Statements have been offered by Congressmen Bailey of West 
Virginia, Marshall of Minnesota, Byrd of West Virginia, Gubser of 
California, Pilcher of Georgia, and Shuford of North Carolina, and 
there is also a statement offered by the Associated General Contractors 
of America, which we will enter into the record at this point, if there 
is no objection. 

(The documents referred to are as follows:) 


STATEMENT OF Rospert W. Lone, A Nationan DrrREcTOR OF THE ASSOCIATED 
GENERAL ContTrRAcTORS OF AMERICA, INC., AND CHAIRMAN OF THE ASSOCIA- 
TION’s Contract ForMS AND SPECIFICATIONS COMMITTEE 


My name is Robert W. Long, managing partner of the Long Construction Co., 
Kansas City, Mo. My firm is engaged in building construction over most of this 
country, and has been in business almost 50 years. My own association with the 
firm has covered 25 years. 

IT am chairman of the contract forms and specifications committee of the Asso- 
ciated General Contractors of America, Inc., and it is in that capacity that I 
appear before you today as a representative of more than 3,000 of the Nation's 
leading building contractors, which comprise the building division of our 
association. 

We appreciate the opportunity to submit to your committee our views con- 
cerning the status of the Federal Government’s construction program under 
Public Law 519, 83d Congress, the Purchase Contract Act of 1954, and the various 
problems which have developed in connection therewith 

First let me say that it is estimated that over 80 percent of all of the contract 
construction work in the United States, dollarwise, is done by members of the 
Associated General Contractors. 

The membership of our association has been kept fully advised with respect to 
this lease-purchase program through periodic bulletins from our national head- 
quarters, as well as timely articles in the Constructor, the official publication of 
the Associated General Contractors, which is published monthly. We have 
endeavored to give as wide a publicity as possible in order to engender interest in 
the program on the part of our members. We have furnished each one of our 102 
building chapters with sample bidding documents. 

As you know, when the initial projects were first put on the market (namely, 
the United States post office and courthouse, Rock Island, Ill., United States post 
office and courthouse, Council Bluffs, Iowa, and the Public Health Service com- 
municable disease center, Atlanta, Ga.), bids were invited in three categories: 
(1) construction and installment sale to the Government, (2) construction only, 
(3) financing and installment sale. 

As a result several bids were received for construction only, a few combination 
bids for construction and installment sale were received but no financing bids 
were received. Hence, contractors who had bid on construction only wasted 
their time and money as there were no financing bids with which the low construc- 
tion bid could be combined. As a result only the Rock Island job was awarded. 
Combined or ‘“‘package”’ bids on the other two jobs were rejected. 

Shortly thereafter in October 1956, a conference was held with officials of the 
General Services Administration and representatives of the Associated General 
Contractors of America, for the purpose of determining, if possible, the major 
obstacles confronting contractors when bidding lease-purchase projects and which 
may have caused a lack of interest in the program and failure to submit bids. 
It appeared at that time that the major difficulty in the program was the inability 
of both the Government and individual contractors to interest lending institutions 
in investing in these projects at a 4 percent maximum interest rate. 

Following the conference the Associated General Contractors sent a letter of 
inquiry to all of its members who were reported to have taken out bidding docu- 
ments for the three projects I have referred to and who failed to submit a bid, 
asking the reason or reasons for not bidding. Thirty-three contractors were con- 
tacted; 17 replies were received of which 12 stated that it was impossible to 
interest financing institutions in long-term investments at 4 percent interest. 
Others had requested the bidding documents only in order to acquaint themselves 
with the program. This information was submitted to the General Services 
Administration. 

Then in November 1956, GSA revised its bidding requirements such as to 
provide, among other things, for a package bid only, that is for construction and 
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financing (installment sale to the Government), the terms to be 10 or 25 years 
with bidders having the option of bidding on either or both terms. 

The projects at Council Bluffs, Iowa, and Atlanta, Ga., where readvertised for 
bids (to be received on December 20, 1956) under this new procedure, plus six 
other projects. No bids were received for the building at Green Bay, Wis., and 
the Federal office building at Huntington, W. Va. For Council Bluffs, Iowa 
(rebid) two bids received both exceeded the maximum amount that GSA can 
spend for the project. 

Two bids were received for Abingdon, Va. One exceeded the authorized cost 
and the other was not responsive to the invitation. One bid each was received 
for a post office and courthouse at Kansas City, Kans., and a communicable dis- 
ease center at Atlanta, Ga., and a Federal office building at Albuquerque, N. Mex. 
Two bids were received for a Federal building at Burlington, Iowa. 

From my own experience, let me point out that my firm, in good faith and 
after considerable expenditure of time and money, submitted a completely respon- 
sive bid on the Kansas City, Kans., project. It is safe to say that the total 
expenditure of ourselves, our financial group, our suppliers and subcontractors 
aggregated $10,000 in assembling this proposal and we posted a $25,000 check 
as security for its acceptance. We turned out to be the only bidder and our bid 
was rejected as being too high. I have subsequently learned that the estimate 
against which our bid was compared lacked two important elements of cost: 
(1) The estimate was made considerably in advance of the bid date and did not 
recognize the increase in building costs which has been occurring since World 
War Ii; and, (2) the estimate had no factor in it to reflect the discount a 4-percent 
loan would carry. 

Again we contacted all members of the Associated General Contractors who 
had taken out bidding documents for these projects and who had failed to submit 
a bid, asking for the reason or reasons for not bidding. Forty-nine contractors 
were so contacted; 24 replies were received which indicated that it was difficult 
to obtain long-term financing at 4 percent interest and in addition several other 
reasons were set forth as to why some of the requirements of the program were 
unattractive to contractors and/or investors. 

From my own recent experience, I can tell you gentlemen that there is unem- 
ployment in the building trades: for example, in Detroit where we are desperately 
trying to finish an office building, the painters are on a 4-day week to spread the 
work and so far we cannot break the bottleneck; in Kansas City there are several 
thousand skilled and unskilled building tradesmen that have been without work 
all through the winter; in Denver where we also do work there are plenty of men 
available for the work now underway. 


CONCLUSIONS 


Our conclusions from a review of these facts are: 

(1) Many Government agencies are competing at variance in the money 
markets; for example, the Maritime Commission can guarantee ship-building 
loans at interest rates in excess of 4 percent. 

(2) The General Services Administration is hampered by too low estimates 
that have not similarly hindered the Capehart housing program operating under 
similar financial and building arrangements. 

(3) The 4-percent limitation can operate the same as any other arbitrary limita- 
tion, but the General Services Administration and the Congress must realize that 
competition will set the real interest rate and the temporary tight condition of 
the money market should be recognized for what it is, in the same fashion as pri- 
vate industry and State and local taxing authorities are recognizing it. 

(4) The proposed method of acquiring property over its useful life is in ac- 
cordance with good business and accounting practice and is a device commonly 
used by companies seeking to conserve cash appropriations. 

(5) Many smaller contractors are unfamiliar with financing arrangements and 
like to be assured that they, or at least some competitor, will succeed in getting 
business from the program before spending the time and money needed to assemble 
a bid. 

RECOMMENDATIONS 


(1) That the General Services Administration award contracts on which they 
now have firm, responsive proposals so as to let the financing and construction 
industry know they mean business. This move, more than any other, will incite 
competition on subsequent work. Both of these industries are used to meeting 
far greater challenges than this, and Congress shouldn’t let a few minor technical 
difficulties at the outset disrupt a logical, sensible, and necessary program. 
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(2) There is ample capacity in the designing and construction industry to 
absorb this program in an orderly manner. I am informed that there is likewise 


sufficient capacity in financial circles to assimilate an orderly program such as this, 


and that the real interest rate will seek its proper level. 
(3) In my own experience in many communities, this work is needed now to 
bolster employment in the construction trades. 





STATEMENT oF Hon. FRED MARSHALL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MINNESOTA 


Mr. Chairman, I am grateful for the opportunity of expressing my views in 
behalf of the Sixth District of Minnesota on the pending bill to repeal the Public 
Buildings Purchase Contract Act of 1954 and provide more adequate means for 
necessary public construction. Our colleague from Alabama, Mr. Jones, is to be 
commended for his forthright action in offering an honest and constructive solu- 
tion to the problem, which has been made worse by the administration’s failure to 
use the very law it requested 234 years ago. 

All of us know from experience in our own districts that the neglect of public 
construction during the war years and since has resulted in facilities which are 
too often inadequate and expensive. Millions of dollars are literally wasted each 
year in renting or maintaining quarters which do not protect the taxpayers’ invest- 
ment or serve their needs. The 83d Congress approved Public Law 619 in good 
faith, believing that it was at least an emergency method of acquiring Federal 
buildings by the purchase-contract method, since the President felt that no funds 
were available for the Government to build its own buildings. 

Given no other alternative at the time, the Congress accepted this means of 
obtaining urgently and permanently needed space without a sudden increase in 
the public debt. Because of the great number of buildings needed in a shurt time 
to make up for the wartime lag, we were told that it would be wise to buy build- 
ings in a manner similar to that long used by commercial enterprise and private 
homeowners. This is, we would buy them at the cost of rent during an amorti- 
zation period ranging from 10 to 25 years, 

After 244 years, what has happened? The House and Senate Committees on 
Public Works have authorized 150 lease- purchase projects. One building is now 
under contract. General Services Administration has invited bids on 6 projects 
and the Post Office Department has invited bids on 2 others. All bids have been 
declared unsatisfactory and have been rejected. So all that remains is one 
building under contract. 

Suddenly General Services Administration announced that no further bids will 
be invited to avoid “aggravating inflationary pressures.’’ There are suggestions, 
of course, that the action was taken to avoid aggravating the embarrassment over 
the dismal failure of this program. There is no doubt that the original claims for 
the program were inflated. 

For reasons both good and bad, the business of government has increased greatly 
since 1938 while the construction of publie buildings has virtually stood still. 
Failure to provide space in itself does not curtail the growth of government or 
government agencies. It does, however, tremendously increase the cost of so- 
called temporary and rented space. In my Committee on Appropriations we 
are trying to do our part in eliminating, reducing, or deferring programs we 
sannot now afford, but waste continues in housing even the most necessary activ- 
ities of our Government. 

There is no doubt that the so-called hard-money policy has contributed to the 
failure of the lease-purchase program, but surely the advent of this policy was not 
so sudden as to be unanticipated by the proponents of the plan. Is this another 
example of one policy being used to make a previously announced policy inopera- 
tive? The Congress has long known that no law is better than its administration 
and that the intent of Congress is often thwarted by regulation or by inaction, 
Whatever the case here, the intent of Congress has not been carried out despite 
more than sufficient time to set up the necessary administrative machinery. Post- 
ponement of a program which is not in operation certainly does not offer the 
solution. 

For these reasons, Mr. Chairman, I think it would be wise for the committee 
and the Congress to give our serious attention to H. R. 4660 as a means of at least 
trying to hold our own against the great backlog of building needs. 

We can recover neither the time nor the money lost, but this does not excuse us 
from attempting to correct the mistakes which have been made. The members 
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of this subcommittee are thoroughly familiar with the need that exists, and I am 
ono age that they will recommend a program that we can work with and that will 
work. 


STaTEMENT OF Hon. CLEVELAND M. Bartry, A REPRESENTATIVE IN CONGRESS 
FrRoM THE STATE oF West VIRGINIA 


This project was authorized by Congress in 1951 as part of a general public- 
buildings bill. $200,000 was made available for the acquisition of the site and 
the cost of drawing plans. The project was not processed because of the outbreak 
of the Korean war. No appropriations were made for the construction. 

When, in 1935, the Congress passed the lease-purchase legislation, the Bureau 
of Mines in the Interior Department, working through the General Services 
Administration, elected to build this project with private capital for lease to the 
Government with provisions that the Government acquire title at the end of 
25 years. The Bureau of the Budget approved this project and the General 
Services Administration immediately filed the necessary papers for approval by 
the Senate Public Works Committee. 

At present, 42 mine inspectors, 8 safety directors, and 32 office employees are 
housed in the second story of the Mountaineer Hotel in Mount Hope. The rental 
costs of this arrangement are prohibitive. There are no fireproof garages available 
to protect the costly mine fire-fighting equipment, and no garage spaces for 
inspectors, safety directors, or employees. 

The project is highly recommended by the Federal Bureau of Mines, since this 
is the largest mining district in the United States. It will include western Vir- 
ginia, eastern Kentucky, and center West Virginia mining areas and greatly 
facilitate safety work. 

The basic need for this facility is that it will provide testing laboratories for the 
analysis for dangerous gases. At the present time it is necessary to send samples 
of methane gas and other explosive gases to Pittsburgh, Pa., for analysis, entailing 
a delay of from 1 to 2 weeks. The recent mine explosion, approximately 40 miles 
from Mount Hope, which killed 37 miners at Bishop, Va., could have been pre- 
vented if a laboratory and inspectors had been located on the proposed site. 

I sincerely hope from the facts outlined, that you will include this facility 
among those contemplated in H. R. 4660. 


Rozsert C. Brrp, A REPRESENTATIVE IN CONGRESS From THE STaTE OF WEsT 
VIRGINIA 


I appreciate the courtesy shown me by the subcommittee in permitting me to 
present this statement. 

I favor H. R. 4660, which would amend the Public Buildings Purchase Act of 
1954 (Public Law 519). The intent and purpose of H. R. 4660, as I understand 
it, are to repeal the so-called lease-purchase provisions of the act of 1954, and to 
substitute therefor provisions for a direct appropriation by the Congress for the 
construction of the public buildings. More than 100 such buildings have been 
approved by the Public Works Committee of both Houses, and by the Congress 
itself. 

I know from firsthand experience the difficulties of getting needed Federal 
buildings erected under the lease-purchase program. In Charleston, the capital 
of my home State, there has been a growing need for years for a Federal building 
to provide office space for Federal agencies and space for a courtroom, as well as 
a post office. 

As Representative of the district in which Charleston is located, I have spent 
much time and effort in getting approval of the House and Senate Public Works 
Committees, and of the Congress itself, for the erection of such a building. The 
building was approved by the 2d session of the 84th Congress. 

After the project was approved, I have also been in frequent contact with the 
authorities to urge them to get the building erected as soon as possible. But after 
the lapse of several months very little had been done to get the building under 
construction by the time the General Services Administration announced that the 
program was suspended. 

If the proposals of H. R. 4660 are enacted into law by the Congress it will be 
possible to resume the work toward planning and erecting the much needed 
building, and after only a short delay. 

Other examples of the lack of effectiveness of the program to get Federal build- 
ings erected are found in regard to other projects for my State of West Virginia. 
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A building somewhat similar to that proposed for Charleston was approved for 
Huntington about 18 months ago. Bids both for financing and construction of 
the building have been requested, but no contracts have been let. 

During the 2d session of the 84th Congress, buildings were approved for Parkers- 
burg and Martinsburg of the same general type and purpose, but these are still in 
the planning stage, and so is a Bureau of Mines building for Mount Hope. 

A minimum of delay should occur in reactivating the work on these buildings 
if this bill passes with its provision that the program be supported with appropriate 
funds from the Congress and that the sum of $1.5 billion be approved for the 
buildings already in the planning stage. 

The merit claimed for the lease-purchase program was that it would channel 
private investments into the Federal building plans, but GSA Administrator 
Franklin Floete has admitted that private funds have not become available for 
the needed buildings. In fact, only one such building is under contract now. 

It seems clear that the program has proved to be a complete failure and that 
some other method must be adopted if the buildings are to be erected in the near 
future. 

Had the plan proved to be a success, the buildings would have cost the tax- 
payers much more, and at a time when the taxpayers are yearning for economy 
in Government. 

I call your attention to the analysis by the Comptroller General, of the cost of 
146 of the buildings. 

Assuming an interest rate of 4 percent, the 146 buildings would cost $1,357,- 
614,000, as compared with $714,616,000 by direct appropriation, assuming the 
funds come out of current revenues. At 5 percent, the cost would have been 
$1,465,210,000, as compared with the $714,616,000. In other words, the cost 
would be either $642,998,000 or $750,594,000 higher, depending upon the interest 
rate approved under the lease-purchase program. 

Further, it should be pointed out that even under the lease-purchase program, 
the taxpayers are responsible for the obligation and must repay the total invest- 
ment, with the interest, and with added taxes that must be paid on the buildings 
as private property of the person or persons who furnish the funds for construction, 

These repayments would come in the form of rentals over the period of years of 
the contract. 

Of course, the delay under the lease-purchase program is indefinite, while 
work could be resumed soon if the provisions of H. R. 4660 are written into the 
law. 

Administrator Franklin Floete has stated before a Senate committee that he 
had tried to administer the law so as to get effective results. However, he said 
that there were no competitive bids for the financing of the projects, and that the 
program was inflationary and inflexible, which added to the difficulties. 

Objections have been made that the money already spent on planning the 
buildings would be lost if the lease-purchase provisions are repealed. This 
objection, however, could be raised only by those who have not read H. R. 4660. 
Surveys, plans, sites, and all other advanced programing will be utilized under 
the provisions of the bill in reactivating the projects. 

In summary, therefore, if needed Federal buildings are to be erected in the near 
future, and if they are to be erected at the least possible cost to the taxpayers, 
then this bill, designated H. R. 4660, should be approved. 

It has been stated that the program will be put back into effect when there is 
an improvement in the money market or when there is no longer a danger of 
inflation. 

This could mean that there would be years of delay and that some of the 
projects, such as the one at Charleston, would be delayed indefinitely. 

Passage of the bill, on the other hand, will mean the immediate reactivation of 
the program, and it will mean that the projects already approved by the Senate 
and House subcommittees will get first consideration. 

Again, I thank you and your committee for allowing this time to me. 


STATEMENT OF Hon. CHARLES S. GuBsER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Chairman and members of the committee, I am heartily in favor of H. R. 
4660 and particularly the section which authorizes a $1,500 million public works 
program. 

It is well known to you as members of the Public Works Committee that the 
inability of our Government during the war years to construct new buildings and 
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modernize old ones has seriously impaired the service which many Government 
agencies are required to perform. Though I recognize that this is a nationwide 
problem, I ask your indulgence as I describe one which is specific insofar as my 
district is concerned. I think you will find it representative of countless other 
situations across the entire Nation. I refer to the deplorable working conditions 
and inadequate facilities in the main post office at San Jose, Calif. 

The San Jose Post Office was originally constructed in 1934 to serve a community 
of 58,000 persons. Today, this same post office, which has not been expanded 
since its construction, is the hub from which postal service is rendered to over 
200,000 customers. In 1934, 141 postal employees performed their tasks within 
its walls. Today, over 350 are forced to work in the same quarters. Four days 
before Christmas in 1956, the San Jose Post Office reported handling more than 
a half million pieces of mail beyond the record set in 1955. In the first 19 days 
of December 1956, 5,163,724 outgoing letters or cards were canceled through the 
main post office, compared to 4,645,147 the year previous. In the same period, 
13,748 sacks of outgoing parcel post were handled, compared to 12,778 for the 
same period a year ago. ; 

Though the above figures are significant, they tell only half the story. During 
the Christmas rush, the main post office at San Jose is capable of performing 
only half its job—the handling of outgoing mail. All incoming mail is cleared 
through a Federal armory where employees are forced to work with inadequate 
heat and extremely bad working conditions. 

The San Jose area is recognized as one of the fastest growing in the entire 
country. Within the last 2 years, such industrial plants as General Motors, 
International Business Machines, Ford Motor Co., Lockheed Aircraft, General 
Electric, and others, have started businesses in the delivery limits of the San 
Jose Post Office. If you added these firms to the countless others which have 
settled in the area, one could well have a Who’s Who of American business. 

Through the leasing authorization which has been vested in the Postmaster 
General, various substations have been built to take part of the load from the 
main post office. However, the entire postal operation is still centered around 
the original, antiquated structure which was built in 1934. Because real-estate 
Values have pressed constantly upward, the present investment of the Federal 
Government in the main post office at San Jose makes it necessary, in the opinion 
of the General Services Administration, to continue the federally owned building 
as the hub of all operations. Yet, beeause it is federally owned, it is not possible 
for the Postmaster General to use his leasing authority to expand the facility. 
Thus, San Jose, like countless other communities, has been strapped for proper 
expansion because of the fact that its main post office is federally owned. 

In the interest of my own district, and San Jose in particular, and also in the 
interest of other Congressmen who have similar situations in their districts, I 
strongly urge in your final draft of H. R. 4660, you pay particular attention to 
places like San Jose where Federal ownership of the principal facility has made 
adequate planning for the future impossible. 

I also urge that in your legislation you make a clear provision for the priority 
system based upon absolute need. This priority system should take into account 
present inadequacies in postal installations and should also provide for an unbiased 
determination as to the future growth prospects of the area involved. 

The Post Office Department is the most direct contact each citizen has with his 
Government. Furthermore, the value of business transacted through our Nation’s 
post offices is in direct proportion to our economic growth as a nation. I, there- 
fore, strongly believe that in any public-works program the post offices should be 
given first consideration, and particularly those offices which have been strapped 
in the past because of Federal ownership and our inability to authorize new con- 
struction during a war period. 

I thank you for the opportunity of presenting my views. 


STATEMENT OF Hon. J. L. PincnerR, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF GEORGIA 


Mr. Chairman, I appreciate the courtesy of being allowed to appear before 
your fine subcommittee in connection with hearings on H. R. 4660 to repeal 
the Public Building Purchase Contract Act of 1954, and to require certain dis- 
tribution and approval of new public building projects, and for other purposes. 

It is my understanding that only one project has been approved and actually 
started under the lease purchase plan‘ which has now been in force for some 3 
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years.. This is the most disturbing factor, about the lease-purchase plan, and, of 
course, the slowness of the program is indicative that, if continued, it will be 
several years before emergency-needed structures can be a reality, much less many 
projects which perhaps cannot be looked upon as absolutely needed from an 
emergency standpoint, but nevertheless certainly needed as a contribution for 
better service and adequate space and facility for the various functions of the 
Government in a given locale, 

3y way of explanation I would like to state at this time that while I am vitally 
interested in having a so-called multiple building constructed at Thomasville, 
Ga., which is the county seat of my home county, this certainly does not preelude 
my interest in and for similar projects in other localities where, I am sure, there 
is just as great a need. 

Thomasville, Ga., has far outgrown the space provisions of the local post office 
building. The facilities afforded by the present structure are not only inadequate 
for postal affairs but could in no way be utilized for the various other Federal 
governmental affairs and functions which are carried on in the county. 

Our Federal court holds sessions in the county courthouse, the deputy clerk of 
the Federal court and other members of the staff are quartered in the county 
courthouse, the weather bureau station occupies rented quarters in a local office 
building, the FBI agent is located in other quarters and so are the many other 
Federal offices and officials assigned to the county. 

This is just one instance where it is abundantly clear that additional projects 
are not only worthy of serious note but most assuredly needed. I have been told 
by officials of the Post Office Department that it is agreed that Thomasville is in 
need of additional facilities, and I cannot possibly conceive how the General 
Services Administration could help feeling likewise if they would conduct a compre- 
hensive survey. But, even with agreement from both agencies I cannot. possibly 
determine in my own mind how many years it would take for the completion of the 
project if we are to rely upon the lease-purchase plan for action and relief. 

It is my considered opinion after due reflection and thoughtful consideration 
that the lease-purchase plan should be substituted by H. R. 4660, which will pro- 
vide for direct appropriations by the Congress and will, no doubt, be more expe- 
ditious and economical to the taxpayer than by seeking private loans under the 
present law. In fact, I do not see how it can be expected that private loans will 
solve the problem because as previously stated, that to my knowledge, I do not 
know of but just one project that has been approved and a private loan made and 
actual construction started and that project is located in Illinois, 

I do not believe raising the interest rate on these private loans under Public 
Law 519 will solve the problem. Money is tighter now than it has been for many 
years and the very fact that only one lender has come forth and only one project 
started within a period of some 3 years indicates to me that by raising the interest 
rate from 444 to 5 percent would not do very much for the program. 

I have been informed by reliable sources that the program could be carried out 
much more economically to the taxpayer by direct appropriation, and I am in- 
clined to believe that the $1,500 million direct appropriation expenditure will 
expedite this program and at the same time be less costly to the Federal Govern- 
ment, 

This program is years and years behind the times and other progress made in 
other programs by our Government. We cannot delay much longer the making 
available of such buildings to the American citizenry. Therefore, I respectfully 
urge this honorable committee to take every action possible in order to get this 
bill to the floor of the House for immediate action. Many communities in our 
country have been waiting for years for these much needed facilities. We of 
Thomasville, like you and you have waited patiently for over 3 years under 
Public Law 519 and we still do not have adequate facilities. Therefore, it is my 
opinion and hope that H. R. 4660 will receive favorable consideration and that 
under this bill the communities which are in such great need will soon have relief 
in the form of adequate buildings. 

Thank you very much Mr, Chairman and members of this committee for allow- 
ing me to come before you in connection with this bill. You have been most 
courteous, and I do appreciate the time you have so generously given me here 
today. 
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STaTEMENT OF Hon. Grorce A. SHuFoRD, A REPRESENTATIVE IN CONGRESS 
FROM THE STaTE OF NorTH CAROLINA 


Announcement of the General Services Administration that further offers of 
bids for construction of public buildings under lease-purchase contracts will be 
deferred to avoid aggravating inflationary pressures would indicate that the 
administration is taking this method to pull out of a situation which has become 
acutely embarrassing. 

The fact is that of 150 lease-purchase projects approved by the Senate and 
House Committees on Public Works pursuant to Public Law 519, 83d Congress, 
only 1 is actually under contract. GSA had advertised for bids on 6 other projects, 
and the Post Office Department had publicly advertised 2 others. All bids 
received in response to these advertisements were found to be unsatisfactory and 
rejected. 

"At the time of the shutdown order negotiations were under way with the bid- 
ders on these eight projects in an effort to effect satisfactory contracts. After 
214 years this is as far as the program has advanced. 

Since 1938 public buildings construction has been practically at a standstill. 
The activities of the Government have expanded during this period due to the 
tremendous increase in the Nation’s business activity and the above-normal in- 
crease in population during the war and postwar years. In towns and cities 
throughout the Nation the Government is operating in highly inadequate buildings 
many of them deplorably obsolete. When the lease-purchase program was enacted 
into law in 1954 we were told that it would go a long way toward alleviating 
conditions in those public buildings where the demand for up-to-date conveni- 
ences was urgent. It hasn’t worked out that way. The program has been a 
dismal failure. 

The real reason for shelving the program is the 4-percent maximum interest 
rate GSA is permitted to pay on construction loans. I understand this ceiling 
was established by joint decision of the Treasury Department and the Budget 
Bureau. This is another example of how this administration supports a program 
with one hand and takes away the means to put it into effect with the other. 

An analysis of the estimated cost factors involved in the public buildings 
projects approved by the Committees on Public Works of the Senate and House 
of Representatives pursuant to Public Law 519, 83d Congress, as shown by the 
Comptroller General of the United States in a letter to the Honorable Robert E. 
Jones, chairman, Subcommittee on Public Buildings and Grounds, Committee on 
Public Works, under date of February 25, 1957, is as follows: 


4 percent pur- | 5 percent pur- 
| chase contracts | chase contracts 


Assuming appropriations are financed directly out of current revenues: 
Projects acquired under lease-purchase program : $1, 357, 614,000 | $1, 465, 210, 000 
Projects acquired by direct appropriation 714, 616, 000 714, 616, 000 


Additional appropriations required under the lease-purchase pro- 


642, 998, 000 750, 594, 000 


Assuming appropriations are financed out of borrowings at 3 percent with | 
amortization out of current revenues: 
Projects acquired under lease-purchase program 1, 656, 005, 000 1, 786, 148, 000 
Projects acquired by direct appropriation 1, 021, 494, 000 1, 021, 494, 000 
Additional appropriations required under the lease-purchase pro- 
634, 511, 000 764, 654, 000 








I know most of you members share my belief that we should give to the over- 
taxed American citizens, just as soon as possible, some measure of tax relief. The 
Jones bill will save over $600 million on the public buildings projects already 
approved, and in my opinion this system of direct appropriations on future public 
buildings will amount to billions. The approval of this bill will help hasten the 
day when tax cuts can be granted our weary taxpaying citizens. 

Permit me to digress a minute to bring to your attention a project I have fol- 
lowed closely. The General Services Administration, pursuant to Public Law 
519, 83d Congress, has been investigating and studying for over 15 months the 
practicability of the construction of a combination Federal office, courthouse, and 
post-office building at Bryson City, N. C., in my district. To date General 
Services has not been able to get their data together on this much-needed building 
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for presentation to the Public Works Committees of the Congress, or, for that 
matter, no project for North Carolina has been given final consideration by them. 

I hope the Congress will remove the elements of delay which have hindered 
prosecution of a public-building programs by approving the bill (H. R. 4660) 
sponsored by Representative Robert E. Jones of Alabama, chairman of the Sub- 
committee on Public Buildings and Grounds of the Committee on Public Works, 
to repeal Public Law 519, 83d Congress, and to authorize an appropriation to 
carry out the intent of the Public Buildings Act of 1926. 

House Document 224 of the 84th Congress contains a very long list of those 
cities and towns which have been declared eligible for a Government-owned and 
Government-constructed building. It was issued pursuant to Public Law 105, 
81st Congress, for the information and guidance of the Congress should it desire 
to reactivate a Federal building program through the appropriation of construc- 
tionfunds. The Jones bill would do just that. I hope the committee will approve 
it and the Congress will make it a public law without further delay. 

Mr. Wricur. I think we have one more colleague with us, and if 
there are no others, this will perhaps be our last witness today. 

Our colleague is the distinguished Congressman from Kansas, Bill 
Avery, who has been interested in some of these projects and has 
appeared before our committee in the last Congress. 


We are delighted to have you with us today, Mr. Avery. 


STATEMENT OF HON. WILLIAM H. AVERY, A MEMBER OF 
CONGRESS FROM THE STATE OF KANSAS 


Mr. Avery. Thank you, Mr. Chairman. The hour is late, so I 
will be very brief. I have no prepared statement. I would like, Mr. 
Chairman, to ask unanimous consent to revise the remarks that I 
might make here this morning. May I revise my remarks? 

Mr. Wrieut. Yes. Without objection, that may be done. 

Mr. Avery. I have listened to several of the witnesses and I will 
not try to repeat any particular testimony that has already been 
given here this morning. I will not review my own case history of 
the project that I am personally interested in, except to mention that 
it is a new Federal building at Leavenworth, Kans. 

The proposed building, which was approved by this subcommittee 
in the closing days of the 84th Congress to be at Leavenworth, was to 
house the post office, a Federal court, agricultural agencies, as well as 
several other minor Federal offices. There is one distinction in this 
project that I would like to point out. 

The project had moved along to the degree that the post office and 
other agencies had leased other space in the community which cost, 
as I understand, about a thousand dollars a month for the various 
leases there in the town. It is about a million-dollar building. If you 
took 1 more percent to attract money for this project, it would still 
be to the financial savings and interest of the Federal Government to 
proceed with the project, as the rent will approximate about $12,000 
a year, where raising the interest would be only about $10,000 a year. 

Now, since they have moved out of the old post office, I do not 
think they are going to move back, so you can figure pretty well that 
the $12,000 is going to be an item in the post-office budget from here 
on in. 

As to where we should go, philosophically speaking, on this Govern- 
ment building program, I would like to make this observation: I see 
no particular significance to the announcement of the GSA that they 
were suspending the lease-purchase program. Naturally, it drama- 
tized it a little bit, but it had no overall effect on the building of any 
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Government buildings, because they were not building any anyhow. 
If anything good could come from that announcement, it could be 
that it did point up to the public that we were going to probably 
have to reanalyze our plans for any future Government building and 
develop a definite approach to meet a very crowded situation in 
practically everybody’s district. 

I might comment further that I can see no particular advantage 
in repealing the Lease-Purchase Act, in view of the remarks made by 
our colleague from Ohio. The original authority still exists for the 
other type of outright Government appropriations to build a Federal 
building, so it would seem to me that the two authorities should re- 
main, and whatever program would be developed to the best interests 
of the Government and ultimately to the taxpayer is the type of 
program that should be pursued by General Services Administration. 

I think that covers very briefly the thoughts that I had in mind, 
Mr. Chairman. I appreciate the tolerance of the committee in hear- 
ing me, and unless there are any questions, that will conclude my 
statement. 

Mr. Jones. Thank you, Mr. Avery. 

Are there any questions? 

(No response.) 

Without objection, the record will remain open for our colleagues to 
insert their remarks. Several Members have spoken to me, stating 
that they could not attend the meeting because they would be out 
of the city, and if there is no objection from the members of the com- 
mittee, we will leave the record open for other Members to submit 
statements up until next Wednesday at 5 o’clock. 

In addition to that, there have been others who have spoken to me, 
non-Government witnesses, who want to submit statements, and if 
there is no objection we will receive those statements up until 5 o’clock 
on Wednesday. Now, if the nature of the testimony is of a contro- 
versial nature, I will assure the members of the committee that we 
will have other hearings to examine them. 

I do not think it would be proper for us to receive statemex:ts from 
agencies and bureaus to become part of the record, and if there are 
further requests from agencies and bureaus, then next week the Chair 
will attempt to set a time to hear those witnesses. 

This concludes the schedule of the hearings on the bill. Before we 
adjourn, I would like to express my gratitude to the members of this 
committee for their fine attendance and their constant devotion. [| 
think we had a comprehensive hearing and one that touched all facets 
of the problem. I want to thank you for your kindness to me as 
chairman, and for the splendid work that the members of this com- 
mittee have done. 

Mr. McGrecor. Mr. Chairman, I think I speak in behalf of the 
members of the committee to express our appreciation of your fairness 
and the consideration given not only to witnesses, but to the members 
of the committee. 

Mr. Jones. Thank you. 

Mr. Scupper. Thank you, Mr. Chairman. 

Mr. Jones. The committee will stand adjourned. 

(Whereupon, at 12:20 p. m., the committee was adjourned.) 

(Statement of John A Burns was furnished later for insertion.) 
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STATEMENT OF JOHN A. Burns or Hawatl 


Mr. Chairman, in commenting on the provisions of H. R. 4660, I am most 
particularly concerned with the announcement of the General Services Admin- 
istration and the Post Office Department that plans for a $750,000 Federal post 
office building for Wailuku, Maui County, T. H., have been indefinitely suspended. 

Press reports quoted the GSA and POD as announcing that their lease-purchase 
program was suspended because of “‘inflationary pressures in the construction 
industry.’”’ While this may be true in some areas, it is not true in Maui County, 
‘Ts aes 

The present Wailuku post office is very inadequate. Required minimum floor 
area for efficient service is 2,400 square feet. Present premises total 1,782 square 
feet. The present Federal Building, located on federally owned property, houses 
the Farmers’ Home Administration, the United States Army recruiting office, 
Social Security Administration, Bureau of Internal Revenue, and the United 
States Marine Corps. The Agricultural Stabilization and Conservation office, 
Soil Conservation Service, the Agricultural Extension Service (Federal-Territorial 
cooperating agency), the United States Army Reserve headquarters, and the 
Selective Service headquarters are scattered through Kahului and Wailuku. 

The Federal Building is termite infested and in such an advanced state of 
deterioration as to be beyond repair in actuality. Such repairs as are made are 
a meaningless waste of taxpayers’ Money. 

Mr. Ernest Olson, buildings manager, Hawaii area, of the General Services 
Administration, has been quoted in the press as saying, ‘‘It is too bad—that old 
building (present Federal Building) they are using now is ready to fall down.” 

The urgency of need for a Post Office-Federal Building for the Federal Gov- 
ernment agencies, heretofore mentioned in Wailuku, Maui County, is the most 
drastic need in Hawaii. From information available to me, a similar need exists in 
many other parts of the country as well as in other parts of Hawaii. These 
urgent needs point up the necessity for a workable program to meet current and 
urgent requirements. 

If this can be accomplished by H. R. 4660, it is to the advantage of the taxpayers. 
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FRIDAY, JUNE 14, 1957 


House or REPRESENTATIVES, 
CoMMITTRE ON Pusiic Works 
SuBCOMMITTEE ON Pusiic BuILDINGS AND GrouNpDs, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:10 a. m., in room 
1302, New House Office Building, Hon. Robert E. Jones (chairman 
of the subcommittee) presiding. 

Mr. Jonzes. The committee will come to order. 

The purpose of our meeting today is to review some of the suggested 
changes proposed by the General Services Administration in Public 
Law 519 of the 83d Congress, and also to consider the bill, H. R. 6993, 
in that connection, introduced by Mr. McGregor. 


(H. R. 6993 follows:) 


[H. R. 6993, 85th Cong. Ist sess.] 


A BILL To amend and extend the Public Buildings Purchase Contract Act of 1954, as amended, the Post 
Office Depattment Property Act of 1954, as amended, and to require certain distribution and approval 
of new public building projects, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 411 of the Public Buildings Act of 
1949, as amended, 63 Stat. 176, as added by the Act approved July 22, 1954, 68 
Stat. 518, as amended, is hereby amended as follows: 

(a) The proviso at the end of subsection (a) reading ‘‘Provided, That prior to 
July 1, 1955, a limitation of not to exceed $5,000,000 is hereby established for 
such purposes.”’ is hereby deleted and the following added in lieu thereof: “‘Pro- 
vided, That subject to the foregoing restrictions on total annual payments, any 
such purchase contract may provide for payments at such intervals as the Ad- 
ministrator may deem necessary and, without regard to the foregoing require- 
ment for equal annual payments, for partial payments during construction to 
cover interest on and amortization of the earned portion of the purchase price.” 

(b) The colon after the word ‘States’ in the fifth line of subsection (d) is 
changed to a period and the remainder of the sentence reading, ‘‘ Provided, That 
no such agreement may provide for the payment by the United States in pursuance 
of the terms thereof of moneys in an aggregate annual amount in excess of 15 per 
centum of the appraised fair market value of the property at the date of the 
purchase contract, or in the case of property where construction shall not have 
been completed at that date in excess of 15 per centum of the fair market value at 
the date of completion of such construction.”’ is deleted. 

(c) By striking from subsection (e) the words “‘within three years after the date 
of enactment of this Act’ and inserting in lieu thereof ‘on or before June 30, 1960’. 

(d) By striking item (2) of subsection (e) and inserting in lieu thereof ‘‘(2) an 
estimate of the maximum cost of the project: Provided, That the maximum cost 
set forth in any prospectus for any project may be exceeded or shall be: reduced 
by an amount equal to the percentage increase or decrease, if any, as determined 
by the Administrator of General Services, in construction costs generally dating 
from the time of transmittal of such project to such committees;’’. 

(e) By striking item (3) of subsection (e) and inserting in lieu thereof ‘‘(3) a 
comprehensive plan for providing space for all Government employees in the 
locality of the proposed project, having due regard for suitable space which may 
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continue to be available in existing Government-owned buildings and in rented 
buildings;’’. 

(f) By striking the word “‘and”’ following the semicolon in item (7) of subsection 
(e), by changing such semicolon to a period and by striking item (8) of 
subsection (e). 

(g) By changing the period at the end of subsection (h) to a colon and adding 
the following: ‘‘Provided, That the Administrator of General Services is author- 
ized to enter into agreements with any State, county, municipality, or any sub- 
division thereof providing for reduction in the amount of or for exemption from 
taxes otherwise payable under this subsection.”’ 

(h) A new subsection ,(k) to read as follows is added: 

“(k) The faith of the United States is solemnly pledged to the payment of all 
annual payments contracted for under purchase contracts entered into pursuant 
to this section, and there is hereby authorized to be appropriated in each fiscal 
year, out of any money in the Treasury not otherwise appropriated, the amounts 
necessary to provide for such annual payments. Payments under purchase con- 
tracts entered into pursuant to this section shall be pledged, if the Administrator 
of General Services so requires, as security for any loans obtained by a contractor 
to assist in the financing of the construction of the projects to which the purchase 
contracts relate.” 

(i) A new subsection (1) is added to read as follows: 

““(]) Wherever, in this section, the Administrator of General Services is author- 
ized to enter into ‘purchase contracts’ or a ‘purchase contract’, such authorization 
shall be deemed to include any contract or series or group of contracts, including 
but not limited to contracts covering acquisition of sites, preparation of plans and 
specifications, financial arrangements and construction which the Administrator 
of General Services deems necessary to effectuate any of the purposes of this 
section.” 

(j) A new subsection (m) is added to read as follows: 

“(m) Notwithstanding the provisions of the Assignment of Claims Act of 1940, 
as amended (31 U. 8. C. 203, 41 U. S. C. 15), assignments of moneys due or to 
become due from the United States under any purchase contract entered into 
pursuant to the provisions of this section may be assigned to any bank, trust 
company, trust, insurance company, pension fund, other financing institution 
including a Federal lending agency, or any other individual, firm, or organization 
providing the financing in connection with any approved project, whether acting 
as principal or trustee.” 

Sec. 2. Subsection (g) of section 202 of the Post Office Department Property 
Act of 1954, as amended (39 U. 8. C. 902 (g)), is further amended— 

(a) By striking the words ‘‘within three years after the date of enactment of 
this Act’”’ and inserting in lieu therof ‘‘on or before June 30, 1960’’; 

(b) By striking the word “and” following the semicolon in item (7) thereof and 
by changing the semicolon to a period, and by striking item (8) thereof. 

(c) By changing the period at the end of subsection (h) to a colon and adding 
the following: ‘‘Provided, That the Postmaster General is authorized to enter into 
agreement with any State, county, municipality, or any subdivision thereof 
providing for reduction in the amount of or for exemption from taxes otherwise 
payable under this subsection.” 

Sec. 3. The first section of the Act entitled ‘“An Act to provide for the con- 
struction of certain public buildings, and for other purposes,’’ approved May 25, 
1926, as amended (40 U. S. C. 341), is further amended by striking out “That, 
to enable”’ and inserting ‘‘That (a) to enable’, and by adding at the end thereof 
the following new subsections: 

“‘(b) No appropriation shall be made to carry out the purposes of this Act for 
any project (1) until the expiration of thirty calendar days of continuous session 
of the Congress following the date on which the Administrator of General Services 
has submitted to the Committees on Public Works of the Senate and House of 
Representatives a prospectus of the proposed project, or (2) where a resolution has 
been adopted by either committee, during such period, stating in substance that 
such committee does not approve of such a project. For the purposes of this sub- 
section continuity of session shall be considered as broken only by an adjournment 
of the Congress sine die, but in the computation of the thirty-day period there shall 
be excluded the days on which either House is not in session because of an adjourn- 
ment of more than three days to a day certain. 

‘“‘(¢) The prospectus of the proposed project shall include (but not be limited 
to)— 

(1) a brief description of the building located or to be erected at a given 
location; 
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(2) an estimate of the maximum cost of the project: Provided, That the 
maximum cost set forth in the prospectus for any project may. be exceeded or 
shall be reduced by an amount equal to the total percentage increase or de- 
crease, if any, as determined by the Administrator of General Services, in 
construction costs generally dating from the time of transmittal of such 
project to such committees; 

‘(3) a comprehensive plan for providing space for ail Government em- 
ployees in the locality of the proposed project, having due regard for suitable 
space which may continue to be available in existing Government-owned 
buildings and in rented buildings: 

**(4) a statement by the Administrator of General Services that suitable 
space owned by the Government is not ‘available and that suitable rental 
space is not available at a price commensurate with that to be afforded 
through the proposed action; and 

(5) a statement of rents and other housing costs currently being paid by 
the Government for agencies to be housed in the building to be constructed, 
enlarged, remodeled, extended, or purchased. 

“(d) The Administrator of General Services shall submit to the Congress 
promptly after the convening of each new Congress, a report showing the location, 
space, cost, and status of each project submitted under this Act and uncompleted 
as of ee date of any prior report under this Act.” 

Src. 4. The prospectuses required by section 1 (b) of the aforesaid Act approved 
May 35, 1926, as added by section 3 of this — shall supersede the reports required 
by section 4 of the said Act approved May 25, 1926, and section 409 of the Public 
Buildings Act of 1949, as amended (40 U.8. C. 355), and said section 409 is hereby 
repealed. 

Sec. 5. There is hereby authorized to be appropriated such sums as May be 
necessary to carry out the purposes of this Act. 


Mr. Jonss. Prior to obtaining testimony from the General Services 
Administration I would like to file for the record a news release of the 
General Services Administration of May 10, 1957. 

(The document referred to is as follows:) 


GSA News RELEASE 


For Immediate Release, Friday, May 10, 1957 GSA 586 
May 10, 1957. 

GSA announced today that it would resume advertising of certain lease purchase 
projects for construction bids. On February 13 GSA suspended such advertising 
pending lessening in inflationary pressures. The decision to resume was made 
since there are indications that the inflationary pressures have been relieved to 
some extent by the leveling off in the indices of construction costs and by the faet 
that there is evidence of construction labor surpluses in many localities. 

Bids will be requested on those projects where sites have been acquired and 
architectural contracts will be completed by: December 31, 1957. It is estimated 
that there are 39 such projects located in 20 States. Advertising for bids will 
be further limited to those cases where financing is assured at not to exceed 
4 percent interest. 

There is also some evidence of an easing in the supply of money and at least 
four States have passed legislation authorizing municipalities to issue revenue 
bonds to finance this type of projects. It is understood that a number of other 
States have similar legislation under consideration. Furthermore 2 bills have 
been introduced in Congress—H. R. 6993 and H. R. 7053—which contain certain 
important technical amendments to the basic Lease Purchase Act. GSA believes 
that these amendments will make the financing of these projects much more 
attractive to all sources of money and further that they will encourage construc- 
tion bidding and thus provide normal competition. 

GSA is continuing its studies throughout the country to determine where other 
urgent needs would justify a project for Federal office space, and additional 
projects will be offered for bids within the limits of the money available for site 
acquisition and architectural-engineering contracts. 

The projects for which the completion of plans is anticipated between now and 
January 1, 1958, are: Camden, Ala.; Atlanta, Ga.; Brunswick, Ga.; Benton, IIl.; 
Breese, iL; Burlington, Iowa; Council Bluffs, Iowa; Kansas City, Kans.; Leaven- 
worth, Kans.; Sedan, Kans.; Jonesboro, La.; Lafayette, La.; Lake Charles, La.; 
Redwood Falls, Minn. ; Biloxi, Miss. ; Greenville, Miss.; Laurel, Miss.; Marshfield, 
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Mo.; Omaha, Nebr.; Durham, N. H.; Albuquerque, N. Mex.; Jamestown, N. Y.; 
New York, N. Y., U. N.; Manning, 8. C.; Sisseton, S. Dak.; Carthage, Tenn.; 
Kingsport, Tenn.; Lafayette, Tenn.; Smithville, Tenn.; Daingerfield, Tex.; 
Gainesville, Tex.; McKinney, Tex.; Terrell, Tex.; Abingdon, Va.; Huntington, 
W. Va.; Mount Hope, W. Va.; Parkersburg, W. Va.; Ronceverte, W. Va.; Green 
Bay, Wis. 

Mr. Jonss. Now, I believe that the members of the committee 
have that news release before them, which gives a number of projects 
that are listed. Also for the record, I would like to insert the letter 
from Mr. Franklin Floete of June 7, 1957, addressed to Mr. Buckley, 
giving the views of the General Services Administration on H. R. 6993. 

Without objection, I will not read the letter, but will report that 
the Administrator favors H. R. 6993. In addition to that, without 
objection, I will not read this, put in the record at this point a letter 
from the Director of the Bureau of the Budget bearing date of June 11, 
1957, giving its favorable comments on H. R. 6993. Without objec- 
tion, I will make a part of the record at this point a similar letter com- 
menting on H. R. 6993 from the Acting Postmaster General, Maurice 
Stans, of June 11, commenting favorably on H. R. 6993. As far as I 
know, there is no correspondence to the chairman or the chairman of 
the subcommittee from any agency or bureau commenting unfavorably 
on H. R. 6993. 

(The documents referred to are as follows:) 


Post Orrick Dm&PARTMENT, 
OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., June 11, 1957. 
Hon. Cuarues A. BucKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CHarrMAN: Reference is made to your request for a report on 
H. R. 6993, a bill to amend and extend the Public Buildings Purchase Contract 
Act of 1954, as amended, the Post Office Department Property Act of 1954, as 
amended, and to require certain distribution and approval of new public building 
projects, and for other purposes. 

Section 2 of the bill proposes to amend section 202 (g) of the Post Office Depart- 
ment Property Act of 1954 (39 U. S. C., see. 902 (g)), by extending from July 22, 
1957, to June 30, 1960, the time in which lease-purchase projects may be approved 
by Committees on the Public Works of the Senate and House of Representatives, 
and by repealing the statutory requirement for obtaining Bureau of Budget 
statements concerning lease-purchase projects. 

Section 202 (h) of the Post Office Department Property Act of 1954 (39 U.S. C., 
sec. 902 (h)) would be amended by the addition of authorization for the Post- 
master General to enter into agreements with State, county, or municipal author- 
ities “for reduction in the amount of or for exemption from taxes otherwise payable 
under this subsection.” 

The Department believes that the revisions proposed by section 2 of the bill 
are desirable and will materially assist the Department in the administration of 
the Post Office Department Property Act of 1954. It is further believed, how- 
ever, that the Postmaster General should be granted the same authority which 
is proposed to be granted to the Administrator of General Services by section 
1 (d), pages 2 and 3 of the bill. It is reeommended, therefore, that a subsection 
(d) be added to section 2 of the bill to read substantially as follows: 

“(d) By striking item (2) of subsection (g) of section 202 and inserting in lieu 
thereof ‘(2) an estimate of the maximum cost of the project: Provided, That the 
maximum cost set forth in any prospectus for any project may be exceeded or 
shall be reduced by an amount equal to the percentage increase or decrease, if 
any, as determined by the Postmaster General, in construction costs generally 
dating from the time of transmittal of such project to such committees;’ ”’. 

In addition, it is noted that certain other amendments are proposed to be 
made by H. R. 6993 to section 411 of the Public Buildings Act of 1949 (40 U. 8. C., 
sec. 356). For example, subsection (k), lines 1 through 12, page 4, pledges the 
faith of the United States to the payment of all annual payments contracted for 


under the lease-purchase provisions. Subsection (1), lines 14 through 22, page 4, 
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extends the contracting authority to cover acquisition of sites, preparation of 
plans and specifications, financial arrangements and construction. Subsection 
(m), commencing on line 24, page 4, and ending on line 8, page 5, authorizes the 
assignment of moneys to any bank, trust company, trust, insurance company, 
pension fund, and financing institutions without regard to the provisions of the 
Assignment of Claims Act of 1940, as amended (31 U. 8. C., see. 203, 41 U. 8. C., 
sec. 15). 
It is believed that similar provisions should be added to section 202 of the 
Post Office Department Property Act of 1954 (39 U. 8. C., see. 902). 
The Department would interpose no objections to the enactment of H. R. 6993, 
amended as suggested in this report. 
The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to the committee. 
Sincerely yours, 
Maurice H. Srans, 
Acting Postmaster General. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., June 11, 1957. 
Hon. Cuarues A. Buck.ey, 
Chairman, Committee on Public Works, House of Representatives, New House 
Office Building, Washington, D. C 
My Dear Mr. CuarrMan: This will acknowledge your letter of May 15, 1957, 
inviting the Bureau of the Budget to comment on H. R. 6993, to amend and 
extend the Public Buildings Purchase Contract Act of 1954, as amended, the 
Post Office Department Property Act of 1954, as amended, and to require certain 
distribution and approval of new public building projects, and for other purposes. 
The first two sections of H. R. 6993 amend the laws under which the General 
Services Administration and the Post Office Department are authorized to 
acquire public buildings under lease-purchase contracts. The purpose of these 
amendments is to facilitate the private financing of lease-purchase contracts and 
provide certain technical improvements in the operation of the program. 
» The third and fourth sections of the bill prescribe a new procedure under which 
the Public Works Committees of the House and Senate authorize public building 
projects for construction by the General Services Administration under direct 
appropriations which the bill also authorizes. 
The Bureau of the Budget recommends that your committee give favorable 
consideration to this bill. 
Sincerely yours, 
PercivaL F. BrunpaGes, Director. 


June 7, 1957. 
Hon. CHARLEs A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: Your letter of May 15 requested our views on H. R. 
6993, to amend and extend the Public Buildings Purchase Contract Act of 1954 
as amended, the Post Office Department Property Act of 1954, as amended, an 
to require certain distribution and approval of new public building projects, and 
for other purposes. 

Section 1 of the proposed bill covers amendments requested by the General 
Services Administration in letter of March 18 to Senator Chavez, chairman of the 
Committee on Public Works. <A copy of the letter along with a draft of our pro- 
posal is enclosed. The letter contains the reasons for sponsoring the items. 

We do not believe that it is appropriate to comment on section 2 of the bill 
since it deals with authority of the Post Office Department. 

Sections 3 and 4 of the bill would provide certain amendments to the Public 
Buildings Act of 1926 (40 U. 8S. C., 341) which we believe desirable to successful 
implementation of a direct appropriation construction program. Section 5 would 
authorize appropriations to carry out the purposes of the bill. 

GSA favors enactment and urges early action on the legislation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. Fiorte, Administrator. 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., March 18, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: At the hearing held on February 19 on the status of the 
Public Buildings Purchase Contract Act program before the Subcommittee on 
Public Buildings and Grounds, we were requested to submit for consideration, a 
draft of a bill embodying changes we would propose by way of amendment of the 
Public Buildings Purchase Contract Act of 1954, as amended. Copies of the 
proposed amendatory bill are attached. The justifications for and explanations 
of the changes, deletions and additions are set forth below in paragraphs lettered 
to correspond to the lettered paragraphs of the bill. 

(a) The recommended deletion would eliminate language rendered obsolete 
through the passage of time. The substitute proviso would permit the beginning 
of the purchase contract term at the commencement of the construction so that 
the amortization of principal and interest may be commenced on that portion of 
the cost of the improvement as is represented by construction completed to the 
satisfaction of the Government. It is believed that these changes will facilitate 
both temporary and permanent financing since they will provide a means of 
eliminating or reducing short-term borrowing for construction, and of shortening 
the time the long-term investor must wait after making his commitment before 
investing his money and receiving amortization payments with interest. 

(6) The priviso which limits the aggregate annual amount of payments under 
a purchase contract to 15 percent of the appraised fair market value at the date of 
the contract or the date of completion of construction, depending on whether or 
not the building is in being at the date the contract is entered into, is inconsistent 
with the basic authority of the act. Congress sets the maximum limit of cost for 
the project by approving estimates thereof recommended by this agency and has 
specified the minimum and maximum number of years over which the purchase 
price may be amortized, at the end of which time title to the property is required 
by the statute to vest in the United States. Any arbitrary limitation on the per- 
centage of fair market value which may be amortized annually might render the 
contract impossible of performance. In addition, the large majority of the proj- 
ects involve new construction and it is most impracticable, if not impossible, 
to determine in advance and before soeapletion, what the fair market value will 
be upon completion. 

(c) Subsection (e) of section 411 of the act provides that no appropriations shall 
be made for purchase-contract projects which have not been approved by resolu- 
tions adopted by the Committees on Public Works of the Senate and House of 
Representatives, respectively, within 3 years after the date of enactment of the 
act. The act was approved July 22, 1954. Therefore, in order that we may 
proceed with planning for additional urgently needed projects and submit them to 
the committees for approval it is necessary that the act be continued in force for 
an additional period and we have here provided for an extension until the end of 
the fiscal year approximately 3 years beyond the present expiration date. 

(d) Under the method adopted by General Services Administration for imple- 
mentation of the program buildings are designed to meet the particular needs of 
the agencies to be housed therein for construction on sites acquired for the par- 
ticular building. Obviously, the site cannot be acquired or preparation of the 
plans and specifications undertaken until after complete approval of projects by 
the Bureau of the Budget and both committees of Congress. Accordingly, the 
maximum cost estimates required by the law to be included in the prospectus 
submitted to obtain such approvals are on the basis of sketch plans. As the 
obtaining of all required approvals, acquiring sites, preparing building plans and 
specifications, and advertising for bids are a time-consuming procedure, the esti- 
mates, for purposes of the prospectuses, must precede by periods ranging from 6 
to 18 months, the award of construction contracts. The maximum cost estimates 
in the 99 projects already fully approved were based upon costs current at the 
time the estimates were made. As indicated by the testimony during the hearing, 
construction costs increased from 10 to 15 percent before we opened construction 
bids. As a result the maximum cost ceilings set forth in the prospectuses were 
inadequate to cover current construction costs. While this problem could be 
alleviated through resubmission of prospectuses, such action would further delay 
getting the projects underway and would appear to burden, unnecessarily, the 
committees. Accordingly, this amendment is proposed to provide that the maxi- 
mum estimates in the prospectuses may be exceeded or shall be reduced com- 
mensurate with increases or decreases in construction costs generally. 
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(e) This amendment will substitute, for the certificates of need by the head of 
the using agency, a requirement for a comprehensive plan for providing space for 
all Government employees in the locality of the proposed project. This change 
will lend more flexibility to the problem of allocation of space in the project based 
on conditions prevailing at the time of completion of construction. 

(f) This amendment eliminates the requirement that prospectuses include a 
statement by the Director, Bureau of the Budget, of conformity with the policy 
of the President. 

(g) Under this amendment agreements with States, counties, municipalities, or 
any subdivision thereof for exemption from, or reduction in, taxes would be 
permissible. 

(h) Testimony adduced at the hearing established the fact that the difficulties 
encountered by contractors in obtaining financing constituted a major deterrent to 
the implementation of the program. Various potential sources of financing have 
indicated a lack of interest due to the fact that the Government’s contractual 
obligation to make the annual payments due is the sole security offered. We were 
advised that a statutory amendment which would pledge the full faith and credit 
of the United States would materially aid market acceptability. The proposed 
provision, based on language contained in sections 10 (e) and (f) of the United 
States Housing Act of 1937, as amended (42 U. 8. C. 1410 (e) and (f)), is intended 
to accomplish the objective without making the contracts publie-debt transactions. 
The authority granted by this new subsection, of course, would be subject to the 
restrictions in the law on total annual payments as well as to all of the other 
requirements thereof. 

(i) New subsection (e) is a technical amendment designed specifically to remove 
questions heretofore raised by counsel for financing institutions as to whether the 
terms “purchase contracts” or ‘‘purchase contract”’ as used in the act include any 
contract or series or group of contracts entered into by the Administrator of 
General Services as necessary to implement and effectuate the purposes of the act. 

(j) Counsel for potential investors of pension funds expressed the opinion that, 
in the absence of a court decision or amendatory legislation, it had serious doubt 
as to whether a financing institution, acting as pension trustee, could qualify as 
an assignee under the Assignment of Claims Act of 1940, as amended. The 
question is not absolutely free from doubt even though the Comptroller General 
of the United States, by decision dated October 9, 1956, specifically held that the 
validity of the assignment of the proceeds of a Government contract is not im- 
paired by the fact that the indebtedness secured by the assignment represents an 
investment of trust funds, where legal title to, and control of such funds are vested 
in a bank or trust company. Accordingly, new subsection (n) has been drafted 
to eliminate this obstacle and enable participation of additional sources of financing. 

In our opinion, the changes proposed in the draft, particularly with respect to 
the funding and financing aspects of the program, would tend to alleviate most of 
the problems we have encountered in our attempt to implement the program and as 
outlined in our testimony at the aforesaid hearing. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress. 

Sincerely yours, 
FRANKLIN G. Fiorers, Administrator. 


A BILL To amend the Public Buildings Purchase Contract Act of 1954, as amended 


Be it enacted by the Senate and the House of Representatives of the United States 
of America in Congress assembled, That Section 411 of the Public Buildings Act 
of 1949, as amended (63 Stat. 176), as added by the Act approved July 22, 1954 
(68 Stat. 518), as amended, is hereby amended as follows: 

(a) The proviso at the end of subsection (a) reading ‘Provided, That prior 
to July 1, 1955, a limitation of not to exceed $5,000,000 is hereby established for 
such purposes.”’ is hereby deleted and the following added in lieu thereof: ‘‘Pro- 
vided, That subject to the foregoing restrictions on total annual payments, any 
such purchase contract may provide for payments at such intervals as the 
Administrator may deem necessary and, without regard to the foregoing require- 
ment for equal annual payments, for partial payments during construction to 
cover interest on and amortization of the earned portion of the purchase price.” 

(b) The colon after the word ‘States’ in the fifth line of subsection (d) is 
changed to a period and the remainder of the sentence reading, ‘‘Provided, That 
no such agreement may provide for the payment by the United States in pur- 
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suance of the terms thereof of moneys in an aggregate annual amount in excess 
of 15 per centum of the appraised fair market value of the property at the date 
of the purchase contract, or in the case of property where construction shall not 
have been completed at that date in excess of 15 per centum of the fair market 
value at the date of completion of such construction.” is deleted. 

(c) By striking from subsection (e) the words ‘‘within three years after the 
date of enactment of this Act’”’ and inserting in lieu thereof ‘‘on or before June 30, 
1960’’. 

(d) By striking item (2) of subsection (e) and inserting in lieu thereof ‘‘(2) an 
estimate of the maximum cost of the project: Provided, That the maximum cost 
set forth in any prospectus for any project may be exceeded or shall be reduced 
by an amount equal to the percentage increase or decrease, if any, as determined 
by the Administrator of General Services, in construction costs generally dating 
from the time.of transmittal of such project to such committees ;”’ 

(e) By striking item (3) of subsection (¢) and inserting in lieu thereof ‘‘(3) a 
comprehensive plan for providing space for all Government employees in the 
locality of the proposed project, having due regard for suitable space which may 
continue to be available in existing Government-owned buildings and in rented 
buildings;”’. 

(f) By striking the word ‘‘and” following the semicolon in item (7) of subsection 
(e), by changing such semicolon to a period and by striking item (8) of subsection 
(e). 
(g) By changing the period at the end of subsection (h) to a colon and adding 
the following ‘‘Provided, That the Administrator of General Services is authorized 
to enter into agreements with any State, county, municipality, or any subdivision 
thereof providing for reduction in the amount of or for exemption from taxes 
otherwise payable under this subsection.”’ 

(h) A new subsection (k) to read as follows is added: 

““(k) The faith of the United States is solemnly pledged to the payment of all 
annual payments contracted for under purchase contracts entered into pursuant 
to this section, and there is hereby authorized to be appropriated in each fiscal 
year, out of any money in the Treasury not otherwise appropriated, the amounts 
necessary to provide for such annual payments. Payments under purchase 
contracts entered into pursuant to this section shall be pledged, if the Admin- 
istrator of General Services so requires, as security for any loans obtained by a 
contractor to assist in the financing of the construction of the projects to which 
the purchase contracts relate.” 

(i) A new subsection (1) is added to read as follows: 

“(1) Wherever, in this section, the Administrator of General Services is author- 
ized to enter into ‘“‘purchase contracts’”’ or a “purchase contract’, such authoriza- 
tion shall be deemed to include any contract or series or group of contracts, includ- 
ing but not limited to contracts covering acquisition of sites, preparation of plans 
and specifications, financial arrangements and construction which the Adminis- 
trator of General Services deems necessary to effectuate any of the purposes of 
this section.” 

(j) A new subsection (m) is added to read as follows: 

“(m) Notwithstanding the provisions of the Assignment of Claims Act of 1940, 
as amended (31 U. 8. C. 203, 41 U.S. C. 15), assignments of moneys due or to 
become due from the United States under any purchase contract entered into 
pursuant to the provisions of this section may be assigned to any bank, trust 
company, trust, insurance company, pension fund, other financing institution 
including a Federal lending agency, or any other individual, firm or organization 
providing the financing in connection with any approved project, whether acting 
as principal or trustee.” 

Mr. Jones. I am sorry Mr. McGregor is not here, but we are just 
going to have to go along. 

Mr. Aucuincioss. Mr. Chairman, off the record. 

(Discussion off the record.) 

Mr. Dempsey. The release this morning of the General Services 
Administration gives the locations where post offices probably will be 
this year. I had one in Santa Fe last year which was supposed to be 
cleared in October or November, but I do not see it. Do they do 
that every other year? 

Mr. Jones. I do not know. You had better direct that question 
to Mr. Floete. 
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Mr. Becker. You have Albuquerque on here. 
Mr. Dempsey. I am talking about Santa Fe, N. Mex. Albu- 
querque was cleared a couple of years ago. I am talking about 
Santa Fe, N. Mex. 

Mr. Jones. Members of the committee, we have with us today 
Mr. Floete, whom you all know, who is Administrator of the General 
Services Administration. Mr. Floete, will you identify your asso- 
ciates for the record? 





STATEMENT OF FRANKLIN G. FLOETE, ADMINISTRATOR; AC- 
COMPANIED BY EDWARD C, SWEENEY, GENERAL COUNSEL; JOE 
E. MOODY, ASSISTANT GENERAL COUNSEL FOR REAL PROPERTY; 
AND WILLIAM SCHMIDT, ASSISTANT COMMISSIONER FOR 
PLANNING, PUBLIC BUILDINGS SERVICE, GENERAL SERVICES 
ADMINISTRATION—-Resumed 





Mr. Fuiorrn. This is Mr. Edward Sweeney, our General Counsel, 
Joseph Moody, our Assistant General Counsel, and William Schmidt, 
the Head of our Planning Division, in the Public Buildings Service. 

Mr. Jonzs. Off the record. 

(Discussion off the record.) 

Mr. Jones. Mr. Floete, Mr. Dempsey is anxious to know about the 
plans of the General Services Administration with respect to the build- 
ing at Santa Fe. Could you give us an account of the status of that 
project? 

Mr. Fuoere. Yes, sir. Just a moment. 

Mr. Chairman and Mr. Dempsey, that project has not as yet been 
approved by Congress. It has never been submitted. We have all 
of the data assembled now, and under the present law we are ready at 
this moment to submit it to the Bureau of the Budget. When cleared 
by the Bureau of the Budget we would then submit it to the Public 
Works Committee. 

Mr. Dempsey. What confused me is this note that the land is 
already in ownership. The report has been made and it is a favorable 
one. Last year the report was supposed to come to this committee, 
but did not come up. We are 6 months into another year and yet 
this statement says: 
















The projects for which the completion of plans is anticipated between now and 
January 1, 1958, are as follows— 
and this is not listed. 

Mr. F.iorre. That is correct. 

Mr. Dempsey. I thought the plans for Santa Fe were quite com- 
plete some time ago. 

Mr. Fiorre. The Santa Fe project has never been submitted to the 
Public Works Committee. 

Mr. Dempsey. It has never been sent up. 

Mr. Fioretre. We have never been able to contract for any plans. 

Mr. Dempsey. The reason why it has not been approved by the 
committee is because it has never been sent up here. That is why I 
want to find out when you are going to send it up. 

Mr. Fiorrre. We have not sent up any this year because we have 
been having so much trouble about the whole thing and we have: 
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deferred sending them. That one is ready to go to the Bureau of the 
Budget. 

Mr. Dempsry. My embarrassment is, I told them last year what 
I was told by the General Services Administration last year. I would 
much rather have said, ‘‘No, you are not going to get a post office,” 
although I know of no place that needs it more than they do there. 
They have congestion there all the time. 

Mr. Fiorre. It will be submitted next week to the Bureau of the 
Budget. I cannot explain the statement that was made a year ago. 
I do not recall the circumstances. 

Mr. Dempsey. It will be submitted to the Bureau of the Budget 
next week? 

Mr. Fiorre. Yes, sir. 

Mr. Dempsry. Thank you very much. 

Mr. Jonzes. Mr. Floete, on your last visit to the committee you 
testified as to the status of Public Law 519 of the 83d Congress. In 
addition, you commented on the bill that I introduced for direct appro- 
priation. Since that time it is my understanding that you have made 
a number of recommendations that you suggest be adopted in order to 
change the law in order to make it more effective and more workable, 

Mr. Fronts. That is correct. 

Mr. Jones. Can you present those items to us this morning, please? 

Mr. Fuioete. Yes, sir. 

Mr. Jonzs. Before you start, Mr. Floete, so I will not interrupt you, 
we are delighted to have as our guests today a Boy Scout group from 
Mansfield, Ohio. If your escorts did not tell you, Scouts, this is the 
Committee on Public Works of the House of Representatives, the 
Subcommittee on Public Buildings and Grounds. The ranking mem- 
ber of this subcommittee and of the full committee is your own 
Congressman, Mr. Harry McGregor, who is sitting here on my left. 

Stand up so they know their Congressman, Harry. 

Mr. McGrucor. Thank you, Bob. I want to present the Boy 
Scout troop to this committee. It is Boy Scout Troop No. 4 of Mans- 
field, Ohio. The Scoutmaster is Robert McCandley. We are very 
happy to have you with us and our chairman or presiding officer is 
Congressman Robert Jones of Alabama. 

Bob and other members of the committee, I appreciate very much 
being allowed to bring the troop in, because this is what we might call 
an executive session. We do not allow the public in to these executive 
session hearings. Generally, when we have public hearings the chairs 
are all occupied, but this morning we are listening to the recommenda- 
tions of Mr. Floete of the General Services Administration, who has 
charge of all public buildings and grounds. 

Bob, I thank you in behalf of the group. [Applause.] 

Mr. Jones. Well, I certainly wanted to identify you to your 
splendid young friends from Ohio and give them a warm welcome and 
tell them about the fine and earnest work that you have done as a 
Member of the House of Representatives, and also the great work that 
you have done on this committee. It is always refr eshing to us to 
have you visit with us. You can remember one thing about what you 
see in Washington. Remember that every time you go through one 
of these public buildings, my dear friends, you are looking at your own 
property. 

Now, Mr. Floete, you may continue. 
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Mr. Fuorrs. Mr. Chairman and gentlemen of: the committee, 
just briefly to summarize where we now stand, which will lead: up to an 
explanation of the proposed amendments, 2 years ago Congress 
approved 26 of these projects. Last year they approved 73 more, 
which makes a total of 99. The total amount involved is approxi- 
mately $723 million. Work was initiated after approval of the first 
26. For most of these we owned the sites. We entered into the 
engineering and architectural contracts and then proceeded, after the 
approval of last year, in the same manner with those up to the extent 
of the money we had available for that purpose. 

I might add in passing that we require a total of $75 million to 
acquire the necessary sites where we do not own them, and to enter 
into the necessary architectural contracts. 

Two years ago you gave us $15 million and last year $5 million. 
That is a total of $20 million. We have $20: million in this year’s 
1958 bill, which will give us a total of $40 million, but we are still 
short $35 million. That explains why we cannot go ahead with all 
projects as we would like to do, since we are limited by our lack of 
finances. However, we have proceeded within the $20 million that 
has been appropriated to enter into engineering contracts on 51 of 
the 99 projects, and they are in various stages of completion. 

Mr. Jones. Mr. Floete, one moment. You say $20 million has 
been appropriated. There is $20 million in the independent. offices 
ore e this year. Is that comparable to what is adopted in 
that bill? 

Mr. FLorere. Yes. The Senators acted on that and the House has 
acted on it. Now you go to conference, I believe. 

Mr. McGrecor. I do not think you understood the chairman’s 
question. You raised the question, had it been finally acted on. 

Mr. Jones. Yes. Is it in conference now? 

Mr. Fuorte. Yes. It is in conference. 

Mr. Scuerer. It is not an item that is in dispute, is it? 

Mr. Jongs. No. 

Mr. Fioretsr. The first projects were ready for bidding last year. 
We have only one contract left up to this date at Rock Island, Il. 
Last fall we had the plans completed on eight others. We took bids 
and we were unsuccessful in getting any bids within the limit of our 
authorized cost. Therefore we are still at that same stage. The 
primary reason, I think, that we did not get bids, is that the money 
market was so high that we were unable to interest investors. We 
were simply unable to interest enough investors to make it possible to 
go ahead with the work. 

During the course of our discussions with the various investors, 
including banks, trust companies and insurance companies, and those 
who had pension funds, we found a number of objections to the bill as 
now written. We have incorporated those suggestions in certain 
amendments that we originally proposed at the request of the Senate 
committee when we had hearings this spring. ‘Those same suggestions 
are now incorporated in the bill H. R. 6993, and on the Senate side 
have been incorporated in S. 2261. The latter bill was introduced by 
11 of the 13 members of the Senate Public Works Committee. They 
have not officially acted on it yet, but we understand there is some 
possibility they may do so next week. 
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One of these amendments extends the present act, which expires the 
latter part of next month. It will extend it 3 years. Three of amend- 
ments go strictly to the financial side of it. One of them makes clear 
that the full faith and credit of the United States is pledged to these 
obligations, or to these contracts. 

Mr. Jonrs. Why is that necessary, Mr. Floete? 

Mr. Fioere. Because there has been a question in the minds of 
the financial houses as to whether this was just a contract on which 
you got an appropriation one year, and then maybe you did not get 
it again. Therefore, they were not assured that the contract would 
be paid off according to its terms. We ran into that objection every 
place we went. 

The second one makes clear that under the Assignment of Claims 
Act assignments can be made of these contracts. They are merely 
clarifying amendments. 

The third 

Mr. McGrucor. Is there not a difference in the amount that the 
estimates would be increased? I believe our recommendation was 
15 percent and the Senate bill was 7 percent. Is that correct? 

Mr. Fioete. Yes; sir. That is correct. I think that maybe it 
will be a little clearer if we just proceed with the amendments one at 
a time and explain them. 

Mr. Jonzs. I think so, too. If we follow the bill, all of the members 
can follow you then, Mr. Floete. 

Mr. Fioete. H. R. 6993 is practically in agreement with S. 2261, 
except as to that one clause, Congressman McGregor. H. R. 6993 
gives the Administrator of the General Services Administration 
authority to increase or to allot the contract even though the maxi- 
mum cost has been exceeded, provided it is within the framework of 
the general increases in construction costs. Senate bill 2261 limits 
that to not to exceed 7 percent. Other than that, these two bills are 
practically identical. 

Mr. Jones. For the members of the committee, let us identify 
where you are in the bill, Mr. Floete. You are on page 2, subpara- 
graph (b). Is that right? 

Mr. Fuorre. Yes. That is correct. 

Mr. Mack. Mr. Floete, regarding this 7 percent provision you 
refer to, does that refer to the Public Works Committee of the House 
or the Public Works Committee of the Senate, or both? 

Mr. Fionre. The Senate bill gives the Administrator a latitude of 
7 percent above the authorized cost without coming back to the 
committees for approval. 

Mr. Mack. Is that both committees, or one committee that 
approves it? If the Administrator goes above 7 percent he comes 
back to which committee? 

Mr. Fuorre. Each committee. The House and the Senate Public 
Works Committees. 

Mr. Mack. | noticed it was singular here. 

Mr. Jones. I would suggest that Mr. Floete go through the House 
bill and then we can take up the differences between the two bills. 
First we have to note the changes between H. R. 6993 with the 
existing law, and then we can come back and compare the House and 
Senate bills after we have noted the changes. 

Mr. McGreeor. I think that is a good idea, Mr. Chairman. I 
might call to the committee’s attention that on April 18, on page 
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A-3092, 3, 4, and 5, you will find a similar explanation, It is the 
amendments to the Public Buildings Purchase Act by myself. That 
will give you some reading material that you can check on. 

Mr. Fioere. The first section of the bill, (a), beginning at the 
bottom of page 1, is primarily designed to eon us to make partial 
payments during the construction period. That has not been possible 
under the present law, and it is very desirable and follows the normal 
construction procedure, that is, as the foundation goes in, for instance, 
we certify that that amount of work has been done and the contrac- 
tor is entitled to a certain amount of money. This change would 
permit us to do that, and we think it is a very practical change which 
makes it more beneficial to the contractor and actually inures also 
to the advantage of the Government because as we make these 
payments the interest starts to run. But the second point is that 
contractors have had great difficulty in securing the interim financing 
during the period of construction. This would very much expedite 
that problem. 

Mr. Scuwrer. Mr. Floete, that is a procedure followed in all con- 
struction, is it not? 

Mr. Fiorrs. That is correct. You do it in all direct appropria- 
tions in just exactly that way, and this simply conforms to that 
method. 

Mr. Jones. Are there any questions as to subsection (a)? (No 
response.) 

Mr. Jonnus. Subsection (b). 

Mr. Scuprer. That is the 15-percent leeway section. 

Mr. Ftorre. No. That is deleted. 

Mr. Scuerer. On page 2, subsection (b)? 

Mr. Fiorte. Mr. Moody knows about this better than I do. 

Mr. Jonres. Mr. Moody? 

Mr. Moopy. I believe this explanation in the Congressional Record 
that was referred to is about as clear as anything we can say. 

Mr. Jonrs. Suppose you read it to us. We do not have it before us. 

Mr. Moopy. The amendment deletes the proviso at the end of that 
subsection (d). That proviso was intended to limit the amount of the 
annual payment to 15 percent of the appraised fair market value of 
the property. On page A-3093 of the Congressional Record we have 
the following: 

AMENDMENT 


(b) The colon after the word ‘States’ in the fifth line of subsection (d) is 
changed to a period and the remainder of the sentence reading “Provided, That 
no such agreement may provide for the payment by the United States in pursuance 
of the terms thereof of moneys in an aggregate annual amount in excess of 15 per 
centum of the appraised fair market value of the property at the date of the 
purchase contract, or in the case of property where construction shall not have 
been completed at that date in excess of 15 per centum of the fair market value 
at the date of completion of such construction.”’ is deleted. 


EXPLANATION 


The proviso which limits the aggregate annual amount of payments under a 
purchase contract to 15 percent of the appraised fair market value at the date of 
the contract or the date of completion of construction, depending on whether or 
not the building is in being at the date the contract is entered into, is inconsist- 
ent with the basic authority of the act. Congress sets the maximum limit of 
cost for the project by approving estimates thereof recommended by this agency 
and has specified the minimum and maximum number of years over which the 
purchase price may be amortized, at the end of which time title to the property 
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is required by the statute to vest in the United States. Any arbitrary limitation 
on the percentage of fair market value which may be amortized annually might 
render the contract impossible of performance. In addition, the large majority 
of the projects involve new construction and it is-most impracticable, if not im- 
possible, to determine in advance and before completion, what the fair market 
value will be upon completion. 

By stating the period of years, you automatically determine the 
payments. This arbitarily eliminates its applicability to this situa- 
tion, and we can take it out. " 

Mr. Jones. Are there any questions? 

(No response.) 

Mr. Fionrn. Subsection (c) simply extends the period of the act 
to June 30, 1960. The act is now expiring the latter part of next 
month. 

Mr. Jonzs. All right. 

Mr. Fiorre. Subsection (d) changes the method we have been 
proceeding under by providing that the maximum cost set forth in any 
prospectus for any project may be exceeded or shall be reduced by an 
amount equal to the percentage increase or decrease, if any, as deter- 
mined by the Administrator of General Services, in construction costs 
generally dating from the time of transmittal of such project to such 
committees. 

That problem is illustrated by the fact that these first 26 projects 
approved 2 years ago were figured on the basis of costs as of January 
1, 1955, and there has been a substantial increase in construction 
costs since that date approximating very nearly 15 percent. This sec- 
tion as written would give that authority to the Administrator of 
the Genera] Services Administration. 

As I said a moment ago, in the Senate bill that is restricted to not 
to exceed 7 percent without its being returned to the committees for 
their action. 

Mr. Jonzs. Is there any question on that? 

Mr. Brown. A point of information. 

Mr. Jones. Mr. Brown. 

Mr. Brown. Mr. Floete, you stated that under subsection (b) the 
automatic limitation to keep this from being a blank check is the 
total cost of the project and the period of amortization. Does this 
subsection (d) let that thing get out of that? I mean, between the 
time the cost is rejected and what it finally boils down to. 

Mr. Moopy. Could I point out a discrepancy between the justifi- 
cation and the language of the bill? The justification makes it ap- 
parent that the committee presumably intended to put a 15-percent 
euiamtioe on this figure. The justification is set forth in the Con- 
gressional Record. The language of the bill does not adopt the 15 
percent. 

Mr. Brown. I understand that, but you say the limitation will be 
the total cost, and then the period of amortization. Do I understand 
this correctly, Mr. Chairman? Is that what you understood it is? 

Mr. Jones. No, I did not understand it that way. 

Mr. Brown. I am asking this for information. Let me get it 
straight again. What is the limitation going to be? 

Mr. Fuioere. I think I understand your question to be, does this 
open up the matter so that an Administrator of the General Services 
Administration might very extensively increase the limits of cost. Is 
that correct? 
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Mr. Brown. Or whether he might not increase it at all, whether 
extensively or not. 

Mr. Jones. I think I understand what he means, Mr. Floete. The 
limitation is set by the Senate at 7 percent. Is that what you are 
getting at, Mr. Brown? In other words, the index of cost, I should 
say, in this bill, as presently drawn, would be taken into account by 
the General Services Administration in their construction cost, and 
would not be a restriction or limitation to them in constructing a 
building that has been approved by the committee. Is that right? 
In other words, if a project cost $100 million and the price went up 
to $115 million, you would still have the authority to build it at $115 
million? 

Mr. Fioere. That is correct. As written. 

Mr. Jones. As written. 

Mr. Fiorre. Personally, I think there ought to be some limitation. 

Mr. McGrecor. Is this not true that all this particular paragraph 
is doing is allowing the authority to increase the amount under the 
existing law. As Mr. Jones says, when the unit contract comes in 
with the figures you have for the unit construction, rather than being 
tied up, under this authority you can add an increase of 15 percent. 

Mr. F.Loere. There is no limitation in the bill as written. That 
is the whole point. 

Mr. Scuerer. You are looking at section (b) and he is talking 
about section (d). 

My question is that the Senate put in a limitation of 7 percent. 
What does the General Services Administration recommend as the 
limitation? 

Mr. Fiorre. I think 7 percent is reasonable. I do not think there 
should be too much latitude. At the moment, and in the last 2 years, 
we have had more than a 7-percent increase. Therefore, I think we 
should come back to you now with these 39 projects that we hope 
to get underway this year for further increase. I think 7 percent is 
a reasonable figure. 1 would rather see that than 15 percent. That 
is too much. 

Mr. McGrecor. Off the record. 

(Discussion off the record.) 

Mr. Scuerer. Let us agree, tentatively, at least, without commit- 
ting ourselves, that we will add to section (d) ‘“‘not to exceed 7 percent.” 

Mr. Jones. We will come back to that later on. Let us go through 
the bill. For instance, I think there will be some questions as to the 
time limitation for which these approvals will ba outstanding. The 
committee knows we are going through these authorizations on flood 
control and river and harbor projects, and we have been the butt of 
a lot of criticism, because we have passed resolutions making an 
audit of these billions of dollars in authorization. They are a constant 
threat with people hollering “pork barrel,” and the committee itself 
is complaining all the time about making these authorizations, be- 
cause there is no way to recall them. The question is: Should we 
continue that policy with respect to this program or have some 
limitation of time in addition to the limitation of money? 

Mr. McGrecor. Will the gentleman yield? 

Mr. Jones. Mr. McGregor. 

Mr. McGregor. I am certainly in accord and highly pleased that 
our chairman brought up the limit in time, because [ think, when we 
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just continue to authorize and authorize for time immemorial, this 
committee loses its jurisdiction, and it might come to the point where 
the General Services Administration can build which ones they want 
to build because they have them all authorized. I am heartily in 
accord with having a reasonable limit put on it. If they do not start 
construction and there is not enough money in a certain period of time, 
they immediately come back to this committee for that authorization. 
It is a good suggestion. 

Mr. Broomrtetp. Mr. Chairman. 

Mr. Jones. Mr. Broomfield. 

Mr. Broomriep. If this law is changed to provide that 7-percent 
increase on the 39 projects, then there is no certainty that you can go 
ahead with the construction even with the increase of 7 percent. « Is 
that not true? In other words, it just puts you in a better position 
to deal with the financial houses if this is changed to 7 percent, but 
there is no certainty that they will be construc ted. 

Mr. Fuoere. It still revolves, Mr. Broomfield, around getting 
money. That is the essential thing in whether we get them done or 
not. I think, on all of the projects that were approved last year and 
2 years ago, we should come up to the committee and get reapproval 
for an increased amount, but I think, in the future, the 7 percent will 
be ample to take care of the variations of costs within a 12-month 
period. 

Mr. Broomrie_p. That is what I was getting at, also. I think, 
sometimes, if we went as high as 15 percent, as originally requested, 
it would be pretty high, because this can change in a matter of months, 
and if we get it up there too high I do not think it will be practical, 

Mr. McGregor. I do not want to get into the category that this 
committee has to go over the 149 projects we have already O. K.’d. 
My though was, with this 7 percent- 

Mr. Broomrie.p. If I remember correctly, we were talking about 
15 percent, but you told us that, on these projects, or on a large pro- 
portion of them, if not all, you might be able to get contractors to bid 
on them if we increased the estimates by 15 percent. Now, if we 
changed that to 7 percent, is there any need of your coming before 
this committee if you stay within a 7-percent increase on these 149 
projects? 

Mr. Forres. Well, sir, we have refigured these 39 projects that we 
think we can be ready for bids this year, and we have submitted this 
list to the Bureau of the Budget on June 5. The increases run right 
in the neighborhood of 13 to 14 percent, on an average. 

Mr. BroomFieLp. Then why would you say you thought you could 
get by with 7 percent? 

Mr. Fioers. Because I think, on all of these, we should come back 
to you and get your approval. 

Mr. BroomFte.p. On these 39? 

Mr. Fuoete, Yes, sir. 

Mr. BroomrreL_p. How about the 110? 

Mr. Fioete. It could be we should come back on all of those. 

Mr. Broomrie.p. That is certainly not my understanding. If you 
have to come back to the committee and get a reauthorization for all 
of these, then out with them. 

Mr. Fiorete. Then you have to increase the limit to 15 percent. 

Mr. Jones. Mr. Sweeney will agree with this, I think. It is not 
the fault of the General Services Administration that we require 
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the General Services Administration to come back to this committee, 
but the act under which they operate forces them to come back. You 
see, that is Public Law 519. Mr. Sweeney, will you read that section? 

Mr. Moopy. It provides in 519 that there is a limitation in amount 
we can enter into or contract to the amount approved in the pros- 
pectus. 

Mr. Jones. That is right. 

Mr. Moony. And that amount, as has been stated here, was 
approved 2 years ago, and there has been a general increase in con- 
struction costs. 

Mr. Jones. And what is the language of the appropriation act of 
this year in that connection? 

Mr. Moopy. Mr. Chairman, I do not believe there is anything in 
the appropriation act relating to that. 

Mr. Jongs. I believe there was some restrictive language, was 
there not? 

Mr. Fiorte. Not as to this. 

Mr. McGrecor. What I am trying to get at is, to get the law, 
which will expire in July, extended with amendments which will give 
you permission to add 15 percent to the cost, if necessary, on to these 
projects that you have submitted to these committees of the House 
and the Senate and which have been O. K.’d by those committees. 

Mr. Scuerer. You want to do that so that they can get moving. 

Mr. McGreeor. That is right. Now, if you take the position that 
you have to bring them back to this committee you will not have the 
opportunity to do that before we adjourn, which means you will not 
be able to do anything until next January or February. 

Mr. Sweeney. To accomplish what you wish, we would have to 
have an authorization to exceed the prospectuses by at least 15 percent 
as to those that have already been approved. But perhaps, as Mr. 
Floete indicated, for those in the future 7 percent would be sufficient. 

Mr. Scuerer. That is the solution. 

Mr. McGreeor. [ am not saying anything about the future. I 
think when you bring up the prospectuses to us on the new projects 
we can determine those, but what I am trying to get at, is to get the 
wheels rolling on the 149 we have already approved. I was thinking 
that you wanted to cover it so that the contractor would bid on them, 
and I was willing to give you a flexibility of a 15-percent increase in 
cost without coming back here. I am not in accord with making you 
come back here to us to again get an O. K. on these projects already 
accepted by the proper committees. 

Mr. Jones. Let me read you the provision in the law. I am going 
to read it: 

Every purchase contract entered into pursuant to this title shall provide for 
equal annual payments for the amortization of principal with interest thereon, 
and the Administrator shall not enter into any such contract unless the amount 
of the annual payment required by such contract, plus the aggregate of the annual 
payments required by all other purchase contracts entered into during the same 
fiscal year, do not exceed the specific limitation on such payments which shall be 
provided in the appropriation act. 

Mr. Scuerer. There is no question but that is the present law and, 
Mr. Floete, will you see if I am correct in this: There is no question 
but what Mr. Jones says is the present law and under it you must come 
back in order to increase the amounts. 

Mr. Fioete. That is right. 
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Mr. Scuprer. What we are trying to do here is give you some 
leeway and change that. Is that correct? 

Mr. Fiorere. That is correct. 

Mr. Scuerer. I think the limitation placed in the Senate of 7 per- 
cent on all future buildings is a good one, but I also agree with Harry 
McGregor that perhaps we need another section in this bill saying 
that insofar as authorized projects are concerned, that the General 
Services Administration shall have the right to exceed original esti- 
mates by 15 percent. 

Mr. Fioere. Authorized as of this time. 

Mr. Scuersr. Authorized as of now. 

Mr. McGrecor. That takes care of the 139 projects that the 
committees of the Senate and the House have acted upon. In my 
opinion you could not get bids, even if you could get the money to 
pay for them, because of the increased cost of construction. 

Mr. Fiozre. That is right. 

Mr. McGrecor. Because some of them are 2 years old. 

Mr. Jonus. I was going to say that I think there is an easy way to 
accomplish what you want to do, rather than being that clumsy about 
it and going into percentages. That is, just authorize the General 
Services Administration on all of those that heretofore were approved 
by the committee and say they are hereby approved; or, if you want 
to be specific about it, put in the designation. 

Mr. Scuerer. You mean by the separate resolution of this com- 
mittee? 

Mr. Jonus. One sentence in the bill. 

Mr. Scuerer. That is what I suggest. 

Mr. Jones. And you would not use a formula of 15 percent, but 
just say that the projects heretofore authorized will be continued, or 
something like that. I do not know the exact language, but it would 
certainly be in order; would it not, Mr. Sweeney? 

Mr. Sweeney. You are technically correct. 

Mr. McGregor. They would have to be continued at the price 
that we O.K.’d them for. 

Mr. Jonzs. The first thing you do, if you reauthorize them, is 
reauthorize them at the price you estimate right now. 

Mr. Scuerpr. You just did not listen to what I said before. 

Mr. Jongs. Yes, I did. 

Mr. Scuerer. I said if we put that one sentence in this bill to take 
care of already authorized projects and allow the General Services 
Administration to increase the amount not to exceed 15 percent, that 
would take care of it. 

Mr. Jones. That is the wrong way to go about it. 

Mr. Scuerer. Then you tell me the right way. 

Mr. Jonzs. All you have to do is put in one sentence. Is that not 
right, Mr. Byrne? ‘“These projects are hereby authorized.” Then 
if you want to identify them, you can. 

Mr. McGregor. Are we authorizing the money set forth here? 
If you do, you cannot get any bidders. 

Mr. Jones. Off the record. 

(Discussion off the record.) 

Mr. Jones. Let us take one project as an example. Let us take 
Abingdon, Va. What is the cost now? 

Mr. Fioere. It originally was authorized for $543,210. It would 
now cost $669,000, 
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Mr. McGreaor. You have already authorized 7 percent. That 
was your figure before. 

Mr. Fuortrn. That is 23 percent. 

Mr. Jonus. Now, I move that that be approved. All in favor of 
that say “‘Aye.”’ The ayes have it. 

Now we are going to write the bill. We will go through every one 
of these projects then. 

Mr. Scuerer. No, I do not want to do it that way. 

Mr. Jonus. That is what your suggestion means. 

Mr. Scuerer. No, it does not. 

Mr. Scuppger. Mr. Chairman, why could we not do it very easily? 
We authorized these projects on the old figures. Why could not Mr. 
Floete take that list and come back with the figures and submit them 
to our committee, and then we authorize it as to the report made by 
Mr. Floete? 

Mr. McGrucor. If you do that you will not get started until next 
January or February. Let me ask you this question again: I am not 
an attorney. Here are the figures we have authorized in both com- 
mittees. We are told we cannot get contractors to bid on them 
because of the increased cost of construction, since they were esti- 
mated a year and a half ago, or 2 years ago. Why could we not put 
in a clause giving authority to the General Services Administrator if 
in his discretion we give him authority to increase this 15 percent in 
order that we might get bids which can be accepted? 

Mr. Broomrigip. Mr. Chairman, I am inclined to goalong. I think 
Bob is absolutely correct on this. All you have to do is have a provi- 
sion in there to give Mr. Floete in the General Services Administration 
the go-ahead. They are governed, Mr. McGregor, is it not true, by 
the amount of money appropriated each year? That is what they are 
contending. They do not have enough to carry out these projects, 
so they are in a sense governed by the amount of money app opriated 
each year for certain post offices. If you merely give authority to the 
General Services Administration with a little flexibility, without 
putting in the 15 percent, that is all you will need. 

Am I correct in that? 

Mr. FLorre. You would have to say without regard to the present 
limitations of cost. 

Mr. McGreeor. I want to give you a wide-open door. 

Mr. Fioprs. I do not see how else you can do it. 

Mr. Scuerer. Do you agree my suggestion is the way to handle 
ine thing—that you have to have some authorization in some legis- 
ation? 

Mr. F.Lorre. We either have to have it in legislation or have to 
come back here. 

Mr. ScuHereR. You have to do 1 of 2 things? 

Mr. Fiongrs. Yes. 

Mr. Scuprer. You have to have it in legislation if you are not to 
come back. 

Mr. FLorersn. That is correct. 

Mr. Scuprer. To, increase the amounts that were originally 
authorized. 

Mr. Jonus. Let us get back, Mr. Floete. Mr. Floete, 1 presume on 
these that we have already approved you intend to send up a change 
in the prospectus to the committee. is that right? 
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Mr. Fionrs. That is my present plan, because it varies all over 
the lot. I think you ought to see it. 

Mr. Jones. I do not care how it varies. If you send that pros- 
peetus up here to this committee the committee will take that under 
consideration and place a statement in the bill that we are reauthoriz- 
ing all those that have been authorized heretofore. You do not think 
it necessary to put in the difference and act on every one of them 
individually? 

Mr. Scuerer. No. And nobody else does, Mr. Jones. 

Mr. Byrne. Having in mind just what you just said, is it not 
possible to propose legislation to reauthorize all of the projects that 
you and Mr. McGregor outlined at the figures as outlined under the 
new analysis? 

Mr. Jongs. Why, of course. 

Mr. Byrne. Period. 

Mr. Jonzs. That is all we want to do. We will bring it up this 
way. 

Mr. Chairman, I move the adoption of all the new prospectuses 
from 22 through No. so-and-so. Then the committee acts favorably 
on it, and that is complying with the law. Then Mr. McFall says, I 
move that the committee accept this amendment and write it into the 
law that all prospectuses heretofore adopted are approved. If that 
is not sewing it up, I do not know how you can sew it up. 

Mr. Scuerer. Sure, you can do it that way. I agree you can do 
it that way, but Harry McGregor’s point is, before we adjourn you 
will never get all of them back with the increased figures. 

Mr. McGrecor. You would not get these back with the increased 
figures, with the result that we will adjourn and we come back in 
January and February and we are in the same place we are now. 

Mr. Jongs. That is something the committee cannot cure. 

Mr. Auchincloss? 

Mr. Aucuincioss. I do not think we are far apart in our objectives 
here at all. Personally I am very much in favor of the suggestion of 
Mr. Scherer, because I think it is a practical way of handling the 
situation, but I think we can go on and talk about this ad infinitum. 
I would like to suggest that Mr. Scherer and any others be asked to 
draft an amendment to this bill in order to accomplish what the 
committee has in mind, and at a subsequent meeting of this committee 
we can consider something concrete and decide whether to adopt it 
or not. You will save a lot of time. 

Mr. Jonus. I think that is a good suggestion, and I also suggest 
to Mr. Sweeney to see if you can prepare language that will take 
eare of that, both in a percentagewise fashion and in a narrative 
statement that will accomplish the same thing as Mr. Scherer wants 
done, and what I want-done. I think we want to do the same thing, 
but he wants to follow the percentage formula, and I would prefer 
the other. 

Mr. Byrne. I do not want to get away from the orderly analysis 
of this legislation, but is there not an analogy between this, as we 
heard the evidence here today, and the St. Lawrence seaway, because 
of the change in time and the need for additional funds? 

Mr. Jonus. Yes; that is true. However, as you recall, the St. 
Lawrence seaway was a corporation and it had corporate functions 
and could issue bonds. Their bonding authority was not large 
enough to take care of the expected cost of the project. 
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Mr. Byrne. But the general elements which go into the additional 
figures are the same elements that apparently are being outlined by 
Mr. Floete as the basis for the change in Petes such as the one 

not right? 


that runs from $543,000 to $669,000. Am 

Mr. Jones. Yes. That is right. 

Now, Mr. Floete, we will go along and see if we can finish this. 

Mr. Fionre. The next section is on page 3, subparagraph (e). 
Under the present law we have to secure a certificate from the indi- 
vidual agencies that may occupy this building as to their space needs. 
Those certificates really do not mean very much. We think it would 
be better to adopt the plan which would require us to submit to the 
committee a comprehensive plan for providing space for all Govern- 
ment employees in the locality. That gives us more flexibility, and 
I cannot see but what it will give the committees the information they 
should have. That is a rather minor change, but we believe it would 
make it work better. 

The next section—— 

Mr. McGrecor. Let me raise this question. Here you come in 
making a recommendation for another comprehensive plan. It seems 
to me that is some more redtape that is going to delay the whole 
program. If I am wrong, I can stand corrected. What I want to do 
is get a law which will work and get some buildings now—not in 2 
years. 

Mr. Forte. This is an improvement over the present law. The 
clause is in the present law and we feel it is an improvement over the 
existing law. 

Mr. McGreeor. This is simplified? 

‘Mr. Fioere. Yes. 

Mr. McGrecor. O. K. Fine. 

Mr. Scuerer. You do save time waiting on all of the agencies to 
get their certificates in to you. 

Mr. Fioerer. That is right. 

Mr. McGrecor. Fine. 

Mr. Jongs. Now the next item. 

Mr. Fiorte. The next section is (f), which eliminates the Bureau of 
the Budget entirely from the operation of this law. You will recall 
under the original law we had to submit the prospectus to them and 
get their consent, and then at the time we entered into a contract we 
had to secure a further consent. Last year the amendments abolished 
the latter requirement. This abolishes the necessity of submitting the 
prospectus initially to the Bureau of the Budget. We would submit 
them direct to you. 

Mr. McFatt. Is that not kind of a sacrilegious thing, Mr. Chair- 
man? 

Mr. Fiorern. The Bureau of the Budget approved this. 

Mr. McFatt. Oh. I hope they are not sick. 

Mr. Byrne. They have entered into a stipulation. 

Mr. Scuerer. I would be for that. 

Mr. Friorter. Subsection (g) is simply permissive legislation. As 
you know, under the present law we are required to pay taxes actually 
on the leasehold interest during the period of the contract. This 
would allow us to go to a municipality and request that the tax be re- 
duced or eliminated if you could get that done. 

Mr. Jones. What do you suggest? Are you favorable to that 
section? 
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Mr. FLorre. Well, we think we should have a little authority to 
bargain with some of these taxing authorities. The taxes are set, very 
high in some areas and there is not very much uniformity. If we are 
going to continue to pay taxes under this bill for 25 years it amounts 
to a very substantial amount of money and if we can save something 
on it we ought to try to do it. 

Mr. Jones. Do you recommend we eliminate the payment of taxes 
to local communities on these buildings? 

Mr. F.Loere. It is a policy decision “which is out of our baliwick. 

Mr. Jones. I understand that, but it is still part of this Rube 
Goldberg arrangement you have in here now about negotiating with 
every body who comes along. What will you do with States that 
have a constitutional restriction against taxes? What are you going 
to do with that? 

Mr. Fiortre. Then we are stuck. The amount of taxes is a very 
substantial figure. 

Mr. Jonrs. Do you not think you ought to have a firm policy with 
respect to the payment of taxes? 

Mr. Fiorrs. Well, sir 

Mr. Scupprr. That comes into a matter we discussed some time 
ago. I had a special amendment prepared to cause the elimination 
of all these taxes. 

Mr. Jones. I remember that. 

Mr. ScuppEr. The properties we are talking about now are Federal 
properties, to be owned by the Federal Government. One of the 
things that caused this act not to work is the extra cost developed by 
taxes. If the Federal Government were going in and building these 
Federal buildings with appropriated money there would be no taxes. 
This is the same thing. You are buying on contract, like a person 
buying a home. 

Mr. McGregor. I might say you are just authorizing the Ad- 
ministrator to enter into an agreement. It is not binding if he 
cannot enter into an agreement. 

Mr. Scupper. And if they cannot get a proper agreement they can 
use their judgment. as to whether they will proceed with the contract. 

Mr. Staurrer. Why not limit the amount of taxes to the present 
taxes on the site of the building? 

Mr. Scuerer. You cannot do that. Suppose the Government 
changes its tax rates. 

Mr. Sraurrer. I said present taxes. I am sure we could discuss 
that in executive session. That is one of the principal changes over 
Public Law 519. 

Mr. Cramer. May I ask a question on that, Mr. Floete? Would 
it be practical for the administration to rigid ide that the tax reduction 
should relate to the Government’s equity? 

Mr. Fioere. “Relate.” You mean graduated upward as our 
equity increased? 

Mr. Cramer. In other words, it would seem to me this is one of 
the areas in the bill that obviously there will be considerable discus- 
sion about, and possibly compromise will be necessary. I was wonder- 
ing if possibly the Government’s equity, being tax free, would pos- 
sibly get it around even the constitutional prohibition in the States, 
and would be a compromise still fitting within the chairman’s obvi- 
ous concern over the nonuniformity of the effect of this act. 
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Mr. Scuerer. Does that equity change? 

Mr. Cramer. Oh, yes. Every year it increases. 

Mr. Scupper. That is the policy in California under the Veteran’s 
Home Purchase Act, namely, that the veteran pays taxes on his 
equity. 

Mr Jones. To accomplish what Mr. Cramer would like to do I 
would like to see it an amount in lieu of taxes. 

Mr. Cramer. Equal to the amount of taxes in excess. 

Mr. Jones. In other words, it would be a contribution to local 
taxes. 

Mr. Cramer. The excess of the Government payment. That 
amount would be reduced every year. The basis of the compromise 
might be that local authorities might argue there should be an in- 
creased interest in the facility each year and at the end of 20 or 30 
years it would be 100 percent, and it would be 100 percent nontax- 
able. 

Mr. Scuerer. I understand that. 

Mr. FLorte. Mr. Moody, who is an attorney, has a legal idea on 
the subject. 

Mr. Moopy. We are in a very difficult area here because of the 
fact that the title to this improvement remains in private ownership 
until the end of the term. We have to be careful Cociisiel does not 
legislate against State taxation of its property. We can do that 
under this agreement. We could work it out on an agreement basis. 

Mr. Cramer. That is what this would be on—an agreement basis. 

Mr. Moopy. Yes. That’s right. 

Mr. Cramer. In other words, limit the agreement basis to the 
equity of the Government. It would be still by agreement. 

Mr. Scupper. Are you not presently doing that under these 
contracts? 

Mr. Sweenry. We have no procedure under such agreements. 

Mr. Scupper. I understood you were negotiating on the tax. Is 
that correct? 

Mr. Forte. Of course we have not had any experience. We did 
with the State of New York, and they did agree to reduce the tax in 
the New York building to a reasonable figure. 

Mr. Scuerer. One of the arguments we used at the time we 
adopted and approved this original legislation was the fact that the 
owner would be paying taxes to local communities during the life of 
the contract. We pointed that out as one of the good features of this 
bill, and we got a lot of support for this legislation a few years ago 
when we pointed out the fact that we could pay taxes to local com- 
munities under it. 

Mr. Cramer. Will you yield on that? 

Mr. Scuerer. Yes. 

Mr. Cramer. That is something I am concerned with too, and we 
are going to have to defend it. That is why I think a compromise of 
this nature would put us in a position where we could defend it if it 
could be carried out from an administrative standpoint. Will you 
yield further? 

Mr. Scugerer. Oh, yes. I do not have the floor. 

Mr. Cramer. It has been reported to me in one instance in attempt- 
ing probably to foresee the action on this bill being favorable that 
there has been some suggestion in some areas that in order to get 
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serious consideration for one of these projects the local community will 
have to comply with the suggested policy of no taxes. That is not a 
case of compromise or negotiation, or anything else, but your depart- 
ment setting the policy and saying, ‘‘You either comply or you do not 
qualify.” ee 

Mr. Scuerer. You get in trouble then. 

Mr. McFatu. They do not have to build the building unless they 
get the agreement. Is that what you are saying there? 

Mr. Cramer. That is right. That is it exactly. 

Mr. Scurrer. That is a little blackmail. 

Mr. Jonzs. Let me ask you an interesting question in that con- 
nection. We have these 149 projects already approved. If we pass 
the bill with that proviso as written in here it means you have to take 
every one of those projects and renegotiate the tax angle before you 
can resubmit it to the committee for reconsideration; do you not? 

Mr. Swrzney. I think we can negotiate after the prospectus is 
approved. 

Mr. Jonzs. How could you? Because you do not have any figures 
to submit. The 7 percent and 15 percent would have no value until 
you determine what your tax proposition is going to be. Take the 
city of New York for instance. You are paying $1.27 per square foot 
on the taxes up there. How are you going to calculate the value of a 
prospectus until you have the value of your taxes in? 

Mr. Swezney. I do not believe we can include the taxes in the 
construction cost that relate to the 7 percent of 15 percent. 

Mr. Jonzs. Do you mean to tell me the Atlanta, Ga., motor vehicle 
shop and garage for $250,000 will not include taxes paid? 

Mr. Straurrer. It does include taxes. 

Mr. Moopy. The tax cost to the Government is not included. Itis 
estimated and set forth in the prospectus but not included in the 
maximum limit of cost set by this committee. It is payable by the 
Government in addition to the maximum limit of cost. By the same 
logic, the 15 percent or 7 percent limitation, or whatever we have, 
applies only to increased construction cost and does not really bear on 
the taxes. To such an extent as we pay taxes it is over construction; 
but that is a minor problem. 

Mr. Avucuincioss. Mr. Floete, it is a fact, is it not, that the Senate 
bill provides limitation of taxes? 

Mr. Fiorte. That: is correct. 

Mr. Aucuincuioss. It seems to me if we raise a difference with the 
Senate on this tax problem the conference will have an awful job trying 
to get together. Unless there is a very definite feeling in this com- 
mittee I would feel it is much wiser to accept the Senate provision now 
and go ahead with this bill as it is. 

Mr. Jones. I would say this, Mr. Auchincloss and other members of 
the committee. I do not want to go into executive session on an item 
at the present time that is continually discussed. I would never 
accept the responsibility of the Federal Government furnishing a 
building for the accommodation of the local people where the Federal 
Government would have to pay local taxes. That is as foreign a 
proposition as anything that I can conceive or think of, because a 
post office in Timbuctu is a service and a responsibility of the Federal 
Government te perform for the people of that community. In order 
that the people of that community can have adequate service in keep- 
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ing with that which the Federal Government should furnish, they are 
going to provide a good building there. 

In providing a building and a service for those people it is inconceiv- 
able to me to think that we have to go down there, in addition to 
providing that service, and tax the Federal Government and the tax- 
payers of this country to pay for local taxation. 

Mr. Avcuincioss. The provision, as I understand it; is that after 
the building has been completed and taken over by the Government 
there are no more taxes paid by the Government. 

Mr. Jonus. That is true. 

Mr. Avucuinc.ioss. In the meantime the Federal Government may 
delay, linger and wait to a certain extent and take the property off 
the tax rolls, which is a very important matter for some of. these small 
communities. 

Mr. Jones. Then if they are so badly off that putting a few post 
offices or a new Federal building there to accommodate the people 
of that community will hurt them—if they are in that bad a shape, 
we would not build them one. 

Mr. McGrecor. Under the existing law—not lease-purchase, but 
the old basic law—if they were building a new post office it would 
come off the tax duplicate immediately. If they are getting the use 
of it and it is an extra service that the Government is rendering to 
them, we certainly have a right to it without the local tax. 

Mr. McFauui. Why not change the name? The problem is the 
title. Why not change this from a lease-purchase arrangement to a 
mortgage-purchase arrangement, and then you have the title and you 
do not have to pay any taxes. 

Mr. Jonzs. It is six of one and a half a dozen of another. 

Mr. Brown. I have just one point, looking down the road on this 
thing. If there are negotiations authorized and deals are made all 
over the lot, I can see plenty of trouble if a post office or building is 
built in my district and my people should give them an advantage of 
a pretty good deal, and then 2.or 3 or 4 years later they hear of an 
outfit getting full taxes or close to it. How would you explain it to 
your people. 

Mr. Jones. That is just some more shenanigans and. monkey 
business that ought never to be in Government in the first place. . It 
shows the folly of and the imprudence of not thinking things through 
first and having a policy of Federal responsibility. 

Mr. Mack. I would like to ask the attorney a question on this 
matter. 

Mr. Jongs, It is a very provoking and interesting thing. 

Mr. Scugrer. You would not charge the Senate with not thinking 
things through, would you? 

Mr. Mack. Mr. Floete the builder of the building, will not pay the 
taxes except if he is reimbursed by the Federal Government. The 
Federal Government is actually paying the taxes year after year. 

Mr. Fuiorre. On the building, On the underlying land we pay no 
taxes. 

Mr. Mack, The county agencies know that. The local govern- 
ments know that. They will be rather ruthless, it seems to me, if 
they can impose additional taxes on the Federal Government year 
after year. They can increase your valuation from year to year. 

Mr. Fiorrte. Certainly. 
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Mr. Mack. And, since local officials know they are getting Federal 
money, the tendency will be for the local assessor to increase the 
valuation. For instance, if the official may assess on a 50-percent 
valuation, they normally assess at 25 and everybody is happy: On 
Federal projects they might assess at the full 50-percent value after 
the building is once completed, and the Federal Government will be 
stuck henceforth at the high rate. 

Rather than run that risk, it would seem to me, the Federal Govern- 
ment should eliminate the payment of taxes entirely. Not being a 
lawyer, it seems to me the Federal Government will have no recourse, 
since the assessor will levy the assessment and the board of equaliza- 
tion, which will be composed entirely of local people, will consider the 
assessor’s figures are right, and the Federal Government will be stuck. 
Does not the Federal Government run that risk if we include taxation 
at all under the present legislation? 

Mr. Fioere. I think there is no question. 

Mr: Moopy. We have run it under the present language. 

Mr. Jongs. That is a good point, but any agreement you make with 
a tax collector, you know as well as I do, would not be worth the paper 
it was written on for any future assessment they might impose on you. 

Mr. Fuorre. That is right. 

Mr. Jonzs. So all you have is something you think would hold water 
6 months from now, but it would not because the law of the State does 
not give that authority in most instances. 

Mr. Moopy. If it does not, we could not make the agreement. 

Mr. Scupper. I have had a lot of experience in real-estate convey- 
ances, and I would never like this thing. I could not see why we 
could not have a contract where the Federal Government would take 
the equity and take the deed to the property and give back a trust 
deed. That is how we operate in California in many, many cases. 
You give possession to the purchaser and take back a deed of trust. 
Why can we not do that in this case? We would have all this behind 
us, and you would not have any argument about taxes, which has been 
one of the stumbling blocks in this program. Why the Federal Gov- 
ernment cannot take possession and give back a deed of trust to the 
contractor or the people who construct the property and sell it to the 
Federal Government is something I do not know. 

Mr. Moopy. There is no question about the fact that it can be 
done, Mr. Scudder, but it will require some revision. This law 
precludes us from taking title until the end of the term, and expressly 
requires we pay taxes. 

Mr. ScuppeErR. But we can rewrite the bill and you attorneys can 
solve that very easily for us and have it all behind us, because all 
you have to do is have the Government take title to the property 
and give back a deed of trust. 

Mr. Scowencet. Will the gentleman yield? 

Mr. Scupper. | am through. 

Mr: ScHwWEenGEL. I am not a member of this subcommittee. 

Mr. Jones. You are welcome. 

Mr. ScoweEnce.. But I have a special interest, and I would like 
to ask a question on this provision and this change in the tax section 
of the law which is proposed as passed by the Senate, or which is 
in the Senate bill. Is it not vour opinion that the result will be a 
uniform policy if we pass this bill? 
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Mr. Fioers. In the way of reductions. 
Mr. Scuwencet. The General Services Administration would 
probably, as a result, adopt a uniform policy, would they not? 

Mr. Fiorern. We would attempt to, but I do not know where we 
will get. You are dealing with all of these different taxing authorities. 

Mr. ScHWENGEL. But you would eventually have to adopt a uni- 
form policy. Otherwise it will get out of control and would be no 
good, although right now you do not know what that uniform policy 
would be until you have some experience on it. 

Mr. F.Lorre. That is right. 

Mr. ScuwenGet. And it is your judgment, after having studied it, 
that this is the best approach to the answer to that problem? 

Mr. F.Lorre. It was just an effort to see if we can get some relief 
from the high taxes. 

Mr. Cramer. Is it not true, under the wording in this bill, the same 
as I have in my bill, you could not negotiate in those States that did 
not have constitutional authority but you could still negotiate on the 
question of equity, could you not? 

Mr. FLoeter. Yes, sir. 

Mr. Jones. Subsection (h). 

Mr. FLortn. That is the section that pledges the faith of the 
United States to the annual payments contracted for. 

Mr. Jonus. That is what the bond lawyers say must be in the 
regulation? 

Mr. Fuoere. That is right. It is consistent with the phraseology 
in the United States Housing Act of 1937, and we think it will help 
substantially. 

Mr. Jonrs. Subsection (i). 

Mr. Fioets. That simply clarifies a very simple point. The 
present law refers to these contracts in the smgular term, that is, as 
purchase contract, where we actually have four different contracts in 
nearly every case. We have to purchase the land, get the architect, 
make the financial arrangements and, finally, make the contract. 
This would simply clarify it so that there was no question but that all 
contracts were included. 

Mr, Jonss. Subsection (j). 

Mr. Fiorre. That is the Assignment of Claims Act section. 
Although we did receive an opinion from the General Accounting 
Office, nevertheless the financial people would like to see it expressed 
in the law, and, since we do have that opinion from the General Ac- 
counting Office—— 

Mr. Jongs. Just how does that operate? Will you explain that, 
and give me an example? 

Mr. Fiorre. Yes. 

Mr. Moopy. The Assignment of Claims Act authorizes assignment 
of moneys due under Government contracts only in very limited 
instances. A question was raised, in the course of trying to finance 
the Rock Island contract, as to whether a bank acting as a pension 
trustee, as distinguished from a bank, was an authorized assignee 
under the Assignment of Claims Act. 

We submitted the question to the Comptroller General and he 
ruled it was; we could properly assign the money. Nevertheless, the 
counsel for the pension trustee refused to accept the Comptroller 
General’s ruling. They have a very cautious view on these questions 
89830—57——14 
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and insist we either have a statutory provision or have it go to the 
courts before they can go along with it. 

Mr. Jonzs. Is that mostly in trust funds? 

Mr. Moopy. It is a very limited area. The Assignment of Claims 
Act is a historical prohibition against assignment of moneys due on a 
Government contract. When it was lifted during the war it was opened 
up to financing institutions and there has even been a question as to 
whether insurance companies are proper assignees. This will clarify 
it insofar as this law is concerned as to logical sources of money for 
financing of assets. It will not affect the general law but only as far 
as this law is concerned. There are logical sources of money here 
which are not logical sources in Government procurement contracts. 

Mr. Jonzs. Are there any questions on that section? 

[No response.] 

Mr. Jones. Section 2. 

Mr. Fionrs. It relates entirely to the Post Office and only covers 
three points. I cannot speak for them, but all it does is extend the 
law to June 30, 1960, and the next clause strikes out participation of 
the Bureau of the Budget, and the third clause refers to the matter 
of taxes which we have just discussed. 

Mr. Jonges. What changes are made in the prospectus? 

Mr. Scuerer. Could I ask a question of counsel? 

Mr. Jonzs. Yes. 

Mr. Scuerer. Going back to the question of taxes, would you 
give some thought as to whether or not we could write a section in a 
Federal law saying that these buildings shall be exempt from local 
taxes as long as the title remains in someone else other than the 
Government, namely, the contractor and investor in this case? 

Mr. Sweeney. We have given consideration to that and have 
grave doubts as to whether we can do it. 

Mr. Scuerer. That is what Mr. Cramer and I just said. I do not 
see how you can write a Federal law saying that these buildings shall 
be free from local taxes as long as the title remained in someone else 
other than the Government. 

Mr. Jones. I will say this: It is not my intention to say that the 
Federal Government, as long as title is vested in it, was not ultimately 
going to pay the cost of the building. 

Mr. Scuerer. I did not hear you. 

Mr. Jones. I was not contending that if you strike out that provi- 
sion that ultimately we will not be paying for the taxes, because who 
ever builds the building is going to include taxes for the period that 
he in turn is going to pay the taxes, and not the Federal Government. 
That is going to be a charge made, against the policy of the Federal 
Government saying that we are not going to pay taxes on Federal 
properties. That is the point I am making. 

Mr. Scuerer. You have sort of sold me this morning. You see, I 
am pretty stubborn but you have me sold on this idea that we should 
not pay taxes for these buildings because of the advantage that derives 
or accrues to the local communities and because of the complex prob- 
lems arising. 

, My only question now is to ask counsel here how in the devil can we 
0 it. 

Mr. Cramer. In those States that have constitutional prohibitions. 

In other States this section will take care of it. 
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Mr. Jones. Off the record. 

(Discussion off the record.) 

Mr. Scuerer. I thought you wanted. to eliminate as an element 
of cost the taxes an owner of a building pays over 25 years. 

Mr. Jonzs. I have never contended that. There is no legal way 
vou can do it, except if you want to go into the proposition of paying in 
lieu taxes after the contract was completed. That is what Mr. Cramer 
raised earlier. 

Mr. Scuerer. No. We were talking about during the 25-year 
period. We know we are free from taxes after we acquire title. Do I 
understand your suggestion to be that the owner of the building pays 
taxes to the local community and those taxes will be considered a part 
of the cost of the operation for which the Government would pay 
rentals? 

Mr. Jonzs. Strike out the proposition here on any amendment of 
taxes. 

Mr. Scuerer. That is the way the law is now as I understand it. 

Mr. Scupper. If we can get the legislative counsel to draft a bill, 
that would do it. We are all in agreement but are trying to find the 
language to do it. I have asked them to draft an agreement that 
would take care of it and I will be glad to submit it. 

Mr. Jones. Of course, as I have always maintained, I do not think 
we should have anything like that but have a direct appropriation. 

Mr. Scupper. That is right, and that is why you cannot proceed 
under this program. 

Mr. iF a If the money were always available by direct 
appropriation or direct authorization it would probably save us money, 
but we have to be realistic. You never could get a bill passed on the 
floor of Congress to give it to us by direct appropriation because the 
money is not there and we always have to borrow if we ask for direct 
operorneos and Congress will not do it. 

Mr. Cramer. If I understand your position it is that these being 
Federal institutions eventually they should not pay taxes at all. 

Mr. Jongs. That is right. 

Mr. Cramer. Even during the 25-year period or 30-year period? 

Mr. Jones. I never said that. 

Mr. Cramer. You never said that. Assuming there are those who 
take another position, and I am one of them, that there should be 
some reduction in the cost of the fac#ity through some method of 
reducing taxes, because that is the problem that is involved in all of 
these, how do we get around the problem in those States that have 
constitutional protibitibels against the waiving of taxes by any 
governmental agency where the other governmental agency does not 
have title to the property? 

Mr. Jones. You do not want them to do it. I want it uniform. 
Strike out the whole section. 

Mr. Cramer. That is what I want to understand. 

Mr. Jones. If my provision applied to Mr. Auchincloss’ contention 
about taking it up and trying to work out something, the only way I 
could work it out is strike out the whole provision and let Mr. Floete 
pay taxes wherever the buildings are, to whoever builds it, at the 
going rate. I do not think there is any dignity in a Federal officer 
going out and trying to browbeat somebody for a sewer assessment 
on a piece of property. 
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Mr. Cramer. But you object to the proposal I made that during 
the 25- or 30-year period, as the Government’s equity increases they 
do not pay taxes on their own equity, at least to that extent. 

Mr. Jongs. They pay taxes for the title when the title is divested 
from the vendor. 

Without objection the committee will stand adjourned until the 
call of the Chair, and I will try to arrange it. 

(Whereupon, at 11:50 a. m., the subcommittee adjourned subject 
to the call of the Chair.) 
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House or REPRESENTATIVES, 

CoMMITTEE ON Pusiic Works, 

SUBCOMMITTEE ON Pustic BurLpINGs AND GROUNDS, 
Washington, D. C. 

Che subcommittee met, pursuant to call, at 10:15 a. m., in room 
1302, New House Office Building, Hon. Robert E. Jones presiding. 

Mr. Jones. The subcommittee will come to order. 

When the subcommittee adjourned last, we were considering the 
bill H. R. 6993 by Mr. McGregor and we had completed section 1. 
So it was the program of the committee to consider the bill in its 
entirety and then go back and make comparisons between the bill 
H. R. 6993 and 8S. 2261. 

Mr. Barnard, the representative of the Post Office Department, is 
here. Just what is your title, Mr. Barnard? 





STATEMENT OF ROLLIN D. BARNARD, DEPUTY ASSISTANT POST- 
MASTER GENERAL; ACCOMPANIED BY JAMES J. WILSON, 
GENERAL COUNSEL’S OFFICE, POST OFFICE DEPARTMENT 























Mr. Barnarp. Deputy Assistant Postmaster General. 
Mr. McGregor. May I raise this question? Since our last meeting 
on this subject the Senate passed S. 2261. I wonder if it would be 
the Chair’s pleasure that we might ask questions relative to it as we 
go along, thinking possibly that this committee might be willing to 
give serious consideration to 8. 2261 because of the fact that it passed 
the Senate, and because of the fact that they are seemingly in a 
filibuster and we might not be able to have a conference between the 
two bodies. 

Mr. Jones. Well, I would say, Mr. McGregor, that I think it would 
be much easier if we complete your bill and then Mr. Floete and 
Mr. Barnard can make a short comparison. Then we would not get 
the two confused; because as I understand it, there is not a great deal 
of difference between the two. So if we can proceed with the con- 
sideration of section 2 of the bill H. R. 6993, which is the section that 
provides for the operation of the Post Office Department, I think that 
would be the best way to proceed. 

Would you mind going through section 2 of the bill, Mr. Barnard, 
giving an explanation of the various provisions? 

Mr. Barnarp. May I first say, Mr. Chairman, that Mr. Kieb, the 
Assistant Postmaster General, regreted his inability to be with you 
this morning, because he had another appointment, but he asked me 
to express his best regards to the committee. 
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Mr. Jones. We are sorry he cannot be here, but we know he has 
an able and capable representative who can do the job for him. 

Mr. Barnarp. Thank you, sir. 

With regard to section 2 of H. R. 6993, the Post Office Department 
is very satisfied with these suggested changes and amendments to 
Public Law 519 as outlined in this section. In our report to the com- 
mittee we did suggest that other changes of the nature found in the 
General Services Administration section of the bill be incorporated in 
the Post Office Department section for the sake primarily of con- 
tinuity between the two parts of the bill. 

In other words, if the General Services Administration had certain 
amendments made to their part we felt that for the sake of continuity 
of prospective bidders, and so forth, that the same provision should 
show up in the Post Office Department section. 

We have no objection to any of the amendments which are sug- 
gested, I think there are many things which, unless you desire, I 
would not go into detail on, which would be extremely helpful through 
these suggested amendments, 

Mr. Jongs. As we go through the bill, you can make an explanation 
of the various sections. Starting on line 12, what is the meaning 
of that section? 

Mr. Barnarp. Is that subsection (a)? 

Mr. Jonzs. Yes. 

Mr. Barnarp. That extends the time in the legislation for the 
approval by congressional bodies of the proposed projects from July 
22, 1957, to June 30, 1960, which is a 3-year extension and which is 
most desirable in our minds. 

Mr. Jonss. Now, subsection (b). 

I might say to the committee, as I explained to the committee before, 
this is an informal meeting and it is hoped that we can get a thorough 
understanding of the bill, so if you desire to propound interrogatories 
at any time, the Chair is receptive. 

Mr. Barnarp. Subsection (b) provides for the ending of the re- 
quirements at the end of the statement of rents and the other housing 
costs currently being paid by the Government for any building to be 
erected, and deletes the reference of any project to the Bureau of the 
Budget for approval. This action of removing the Bureau of the 
Budget from the channel of approval is acceptable to our agency. 

Mr. Jonzes. Would you mind giving an explanation of the prospec- 
tus and how it is submitted to the Bureau of the Budget at the present 
time? 

Mr. Barnarp. At the present time on any projects which the Post 
Office Department presents we prepare a prospectus which lays out 
the background of the proposed structure and its general character- 
istics, together with our estimates of costs and annual rental, and so 
forth, and submit it to the Bureau of the Budget for the purpose of 
clearance from the standpoint of the program of the President. It 
contains the economic justifications, and so forth. 

The Bureau of the Budget, if it does not approve, then advises the 
Department of the reasons why it does not approve. For example, 
we have had occasion where they questioned the amount of space we 
were asking for, or the amount of cost we estimated for the construc- 
tion, and things like that. They leave the door open for resubmission 
if we can correct our suggestions. 
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Mr. Jonzs. Suppose you submitted a prospectus to the Bureau of 
the Budget and that prospectus was rejected? Would the Post Office 
in that event submit that prospectus to the committee, notwithstand- 
ing the fact that the Bureau of the Budget had objected to it? 

Mr. Barnarp. No, sir. As our General Counsel interprets the law, 
that would not be the proper manner of handling it. If the Bureau of 
the Budget rejects the project completely, that is the end of the 
project. 

Mr. Jonzs. Now you have anticipated my next question. By 
what authority are you precluded from sending it up, if the Bureau of 
the Budget is against it? 

Mr. Barnarp. Well, sir, the law says that the transmittal to the 
Congress and to the congressional committees must be accompanied 
by a statement in writing by the Director of the Budget that the proj- 
ect is necessary and in conformity with the policy of the President. 
If the Bureau of the Budget refuses to write such a statement, then we 
interpret that to preclude our submission to the congressional com- 
mittees. 

Mr. Jonres. Then what would be the effect of subsection (b)? 

Mr. Barnarp. Subsection (b) would eliminate the necessity of 
having the Bureau of the Budget review any prospectuses. The 
prospectuses would be sent directly from the Departments to the 
committees. 

Mr. Jones. And would not be transmitted to the Bureau of the 
Budget for its approval or disapproval? 

Mr. Barnarp. That is right. 

Mr. Mack. Is that satisfactory to the Bureau of the Budget also? 

Mr. Barnarp. I do not believe I should answer for the Bureau of 
the Budget, but I believe from our conferences that we are all in 
agreement. 

Mr. Jones. Mr. Barnard, you recall last year or the year before 
last you had an amendment which was passed relieving the Bureau 
of the Budget of some of its obligations in the 1954 act. What was 
the total effect of that amendment? 

Mr. Barnarp. There are two places, Mr. Chairman, where the 
Bureau of the Budget under the original law was affected in its position 
between the Department and the congressional committees. The 
first was in the submission of the prospectus for approval, and the 
second was in the approval of the final contract. 

The original law provided that the Director of the Bureau of the 
Budget would approve the final contract before it was executed by the 
head of the agency. The amendment which was passed last session 
eliminated the necessity for the Bureau of the Budget to review the 
final contract, but it did not eliminate the review of the prospectus. 

Mr. Jonns. Are there any further questions on that subsection? 

(No response.) 

Mr. Jones. Now subsection (c). 

Mr. BarNArD. Subsection (c) is inserted further to clarify the 
matter of the payment of taxes and the wording of subsection (c) 
allows the Postmaster General to enter into agreements with any 
State, county, or municipality, or any subdivision thereof, providing 
for reduction in the amount of or for exemption from taxes otherwise 
payable under this subsection. 

The original language merely provides for the legal payment of 
taxes on these lease-purchase contracts during the term of the con- 
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tract. It is, of course, understood that at the end of the contract 
when title reverts to the Federal Government, no taxes are paid to 
the community after that time, but during the 10 to 25-year period 
of the contract the taxes were authorized in the original legislation. 

This will make it possible—this suggested amendment will make it 
possible for the Postmaster General to negotiate with any municipality 
or governmental entity which is authorized to charge taxes and 
acquire a more reasonable tax rate than exists in some communities. 

Mr. Jonus. What is the total amount of the cost of the projects 
that have been approved by the committees for the Post Office 
Department, Mr. Barnard? 

Mr. Barnarp. I do not have that tabulated. I have the total 
costs, but I do not have them tabulated, and I do not have with me 
the total amounts of rents involved. Is that what you are interested 
in, or the construction costs? 

Mr. Jones. No. The construction costs on approved lease-pur- 
chase projects under this public law. 

Mr. Barnarp. I would have to borrow—wait just a moment. 
Excuse me. I have it on page 2—$25,319,663.50. 

Mr. Jonszs. All right. Of that amount, how much would you pay 
in taxes on those buildings? 

Mr. Barnarp. Well, it is a hard question to answer, Mr. Chairman, 
because the tax basis and taxing formula in various communities 
around the United States is very different. 

Mr. Jonres. The Comptroller General submitted to the committee 
the estimated tax on 146 projects as being approximately $283 million. 
The 146 projects come to a total cost of $714 million. 1 wonder if you 
could give the committee any figures to estimate the cost of taxes on 
jae existing projects if this provision were retained in the bill or in the 
aw? 

Mr. Barnarp. I am afraid I would not have that information this 
morning. If you would like me to submit it to the committee, I can 
have it tabulated. 

Mr. Jonzs. No, I do not think it will be necessary. I thought you 
had it. That is, unless some other Member would like to have it. 

Mr. Scupper. I would like to ask a question, Mr. Chairman. 

Mr. Jongs. Mr. Scudder: 

Mr. Scupper. In determining the amount of the taxes, negotiations 
would have to be had before you entered into a contract for the con- 
struction of the buildings. Is that not so? 

Mr. Barnarp. That is correct. 

Mr. ScuppmEr. Before you enter into a contract to purchase under 
the lease-purchase program? 

Mr. Barnarp. That is correct. 

Mr. Scupper. So you know ahead of time the amount of taxes 
involved in the transaction. 

Mr. Barnarp. That is right. 

Mr. Mack. Did I understand you to say the total cost of these 
post office contemplated buildings is $25 million? 

Mr. Barnarp. Yes, sir. 

Mr. Mack. There are not very many of them. 

Mr. Barnarp. That is the 48 approved projects to date. That 
does not include, Mr. Mack, any post office occupancy of General 
Services Administration combination projects, but this is just the 
48 approved projects of the Post Office Department. 





PUBLIC BUILDINGS PROGRAM 213 


Mr. Mack. That is about $500,000 per building. 

Mr. Barnarp. Yes, sir. 

Mr. Dootry. You cannot compute the tax very well when it is 
variable. It may change the contract in dollar value in time. 

Mr. Barnarp. That is correct. The taxes we estimate are on the 
basis of what the taxes will be as of completion, and they can range 
upward, Our contracts, for instance, provide what we call a tax 
escalator form in which we put in the estimate of the taxes as of the 
date of completion, with the provision that if the taxes go up from 
that the Department will pay the increase, and if they do down our 
lessor will rebate that much rent. 

As I interpret the meaning of the section, we are talking about, we 
could negotiate with a municipality and get a set rate of taxes which 
would provide a certain amount of money over the entire term of 
years which would not fluctuate. We would have the freedom to make 
any kind of agreement we were able to make through negotiation. 

Mr. Dootry. How is that possible when you are changing your ad- 
ministrations and localities have a right to change their tax rate? 

Mr. Barnarp. I do not know what the circumstances would be. 
I only say if it were possible legally within a community we could make 
such an agreement. 

Mr. Dootry. How is it possible? 

Mr. Barnarp. I do know there are places where payments for cer- 
tain types of quasi-public buildings have got a payment in lieu of 
taxes type of arrangement. 

Mr. Doo.ry. That is true. 

Mr. Barnarp. Which does not begin 

Mr. Doo.ry. For a certain period of years. 

Mr. Barnarp. That is right. 

Mr. Jones. As I understand Mr. Dooley’s question, this does not 
provide for an in lieu payment. This is a contract for the payment of 
the taxes themselves. 

Mr. Barnarp. The subsection we are talking about says: 





Provided, That the Postmaster General is authorized to enter into agreement with 
any State, county, municipality, or any subdivision thereof, providing for reduc- 
tion in the amount of or for exemption from taxes otherwise payable under this 
subsection, 

Mr. Jones. I had the same question in mind as Mr. Dooley. I 
cannot see where you are going to enter into firm contracts when there 
is no authority on the part of local officials to engage in bargain rate 
tax schedules. I wonder if your legal staff has given you any opinion 
as to the possibility of this section every becoming workable. 

Mr. Barnarp. May I give to the committee an example, Mr. 
Chairman, of what has been discussed? It has not been worked out 
as yet in any of our contracts, but we have certain States which have 
recently passed legislation to authorize the issuance of municipal 
bonds to finance lease-purchase projects. If you end up with a city 
which has issued municipal bonds for this financing, in many com- 
munities I am sure that body which has issued the bonds can likewise 
make any adjustment they want to in taxes. 

My own concept is—and I am not an attorney—I would feel if the 
civic body has the authority to exempt taxes, that that same author- 
ity could make adjustments in tax rates without having to run afoul 
of their laws. 
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Mr. Jonzs. Well, most of those State statutes you referred to re- 
late to things in the nature of industrial plants—for the purpose of ac- 
quiring industries, or to encourage industries to locate in various 
communities, the statutes give municipalities the right to issue bonds 
against the returns of the lease of the building, rather than general 
obligation bonds of the municipality. Is that not what you are 
talking about? 

Mr. Barnarp. No, sir. I am talking about specific legislation, I 
believe, in four States, which was passed specifically for this legisla- 
tion, which would involve lease-purchase project contracts with the 
Federal Government. 

Mr. Jones. What States were those? 

Mr. Barnarp. lowa, Kansas, and Minnesota. 

I might ask Mr. Sweeney of the General Services Administration if 
he remembers quickly what those four States are. 

Mr. Fiorre. And Oklahoma, I think. 

Mr. Barnarp. And Oklahoma. 

Mr. McGrecor. May I make an inquiry? 

Mr. Jongs. Yes, sir. 

Mr. McGrecgor. Under the general authority to construct post 
offices which is still in effect, even with this public law being in opera- 
tion, and if and when we would extend it, is this statement correct: 
When we have a direct authorization and a direct appropriation for 
the construction of a post office, that when that land is purchased in 
the name of the Federal Government the taxes to the local area stop? 

Mr. Barnarp. On the land. Yes, sir. 

Mr. McGrecor. That is right. Then we have no further taxes 
relative to the improvements that the Federal Government might 
put on? 

Mr. Barnarp. If it is a direct appropriation that is right, sir. 

Mr. McGraecor. Under the existing law where direct authoriza- 
tion and direct appropriation is made for a post office, when that is 
done the taxes stop immediately. 

Mr. Barnarp. That is right, sir. 

Mr. McGrecor. And the only difference between that and this 
lease-purchase plan would be that the contractor pays local taxes up 
until the time the contract has been completed? 

Mr. Barnarp. That is right, sir. 

Mr. McGregor. That is all, Mr. Chairman. 

Mr. Jonus. Are there any further questions on this section? 

Mr. Epmonpsown. Is this the section dealing with taxes? 

Mr. Jones. Yes, we are on page 5, subsection (c), commencing on 
line 18. 

Mr. Epmonpson. Yes. I want to ask a question or two about that. 

For one thing, it occurs to me when you get into this kind of an 
undertaking on the part of the federal Government to a certain extent 
you are getting away from what is basic and fundamental in private 
enterprise. As I understand a private enterprise and the way it 
operates in this country, the distinctive thing about private enterprise 
as distinguished from Government enterprise is that private enterprise 
involves risk taking for a profit with the payment of taxes, Thatisa 
distinguishing feature in each case of private enterprise. Here in 
this case we are proposing to add something additional to the feature 
already present of guaranteed profit by eliminating, if possible, the 
payment of taxes. 
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Mr. Dooury. Will the gentleman yield? 

mn PPMPERAON, Let me complete my question and I will be glad 
to vield. 

When you take private enterprise and guarantee a profit to it by 
long-term lease agreement, and eliminate the necessity for that 
enterprise to pay taxes, then can you honestly say that you are setting 
up a bona fide private enterprise approach to a problem? I would 
like to ask the Government that question. 

Mr. Scuerer. Will the gentleman yield? 

Mr. Epmonpson. I would like to-ask the witness to answer first, 
and then I will be glad to vield to someone. 

Mr. Barnarp. The provision in Public Law 519 with respect to 
taxes was a provision which the Congress saw fit in its jurisdiction to 
place in this law. I believe that the feeling at the time was that the 
taxes should be paid on this type of a transaction as against the type 
that Congressman McGregor spoke of, which is a direct. Federal 
appropriation, because for the term of the contract private interests 
are in ownership of the improvement. 

Of course, there are not taxes paid on the ground which is owned 
by the Government and which we put out on a ground lease for the 
period of the contract. So there are no taxes paid on the ground, 
but there are taxes paid on the improvement. I believe that the 
change that is suggested in section 2 in H. R. 6993 is advantageous 
to the degree that the United States Government is not placed in the 
position of paying exorbitant taxes which are produced by a local 
condition. I could give you several examples of the tax structures 
around the United States in various metropolitan areas. In many 
cases the rent which results from a construction-lease arrangement is 
50-percent taxes and 50-percent amortization of the building. 

Mr. Epmonpson. Are you not really getting over, though—when 
you adopt this alternative to Federal payments in lieu of taxes, are 
you not really getting over to an approach in which you ask the 
municipality, or the county, or the State, to help build a building for 
the Federal Government? 

Mr. Barnarp. I was just coming to that, sir, in my reply. 

Mr. Epmonpsown. Is that not what you are getting to? 

Mr. Barnarp. I do not think I would word it quite that way, but 
let me give you an example of a building which is approved lease- 
purchase now, and on which we have started the advertising procedure 
and which we will try to develop in the next 90 days into a firm 
contract. That is the building in Denver, Colo. 

In Denver there is close to a half a million square-foot building for 
the processing of mail. The mail which will be processed there is not 
all Denver mail. The mail which will come in and out of there is for 
the entire Rocky Mountain empire. The question involved—and I 
am not talking about taxes in Denver, because we have not attempted 
to negotiate taxes or anything like that in Denver, and their tax rate 
is not comparable to large cities in the East, where we have metro- 
politan confusion—the situation is that the mail to be handled in the 
Denver post office is for a far greater area than the city of Denver. 
Our belief is we certainly owe the city of Denver a substantial amount 
of money for the services which that city performs that benefit the 
owner of this building during the time it is privately owned, such as 
police protection, and fire protection, and the various things like 
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that—street improvements, and things like that. But the question 
arises, and I believe it is voiced in the philosophy of this amendment, 
as to whether or not the United States Government should pay taxes 
in any city for a facility which is primarily only partially for the bene- 
fit of that city, and otherwise for the benefit of the State and adjoining 
States. I would feel in the handling of the use of this particular 
amendment the Post Office Department would not seek to exempt 
taxes in any specific case as an all-out exemption, because our philoso- 
phy of this present administration in the Post Office Department is 
not to do that type of thing. 

But I think if you have a tax rate which is equal in payments per 
annum to the amortization of the building, we might seek to make a 
reduction in that which would be more comparable to the services we 
were receiving for the tax dollars paid. 

Mr. Epmonpson. Then if I understand you on that point, you 
would just as soon eliminate the language “or for exemption” from 
this particular section. You are not really interested in exemption, 
but you are interested in a reduction and a stable tax rate. Is that it? 

Mr. Barnarp. I think that the factor of exemption can be bene- 
ficial, in a case of one of these devices that we spoke of earlier, where 
the city is floating its own bonds and they choose to exempt the taxes 
themselves. 

The way this came to our attention, I might mention, is after the 
award was made on the Newkirk, Okla., lease-purchase post office 
project. The owners of the contract and the builders of the building 
had been making some progress in a rearrangement of their own 
financial situation, which is of no concern to the Government as such, 
but out of those discussions with us came the fact that the city of 
Newkirk is prepared to float a bond issue from which they would 
finance this entire transaction, and they would like to exempt the 
taxes, because they would look at it as a community asset and, in 
turn, would reduce the cost to the Government, of course. 

I think where a city voluntarily offers to exempt the Government 
from taxes and to follow the judgment of the Government agency in 
what type of a contract they would like to make, we certainly should 
not have laws which would preclude that. This makes it permissive. 

One thing this particular section 2 does is to relax the rigidity of 
the fact that we will pay taxes for each of these projects. 

Mr. Epmonpson. I am completely baffled by your Newkirk situa- 
tion, because if I understand Oklahoma law correctly, a city does not 
levy taxes anyway. The taxes are levied on a county level, or on a 
school district leve!. So how there can be a city relaxation of taxes 
completely baffles me. That can be done either from the school 
district standpoint or county standpoint. 

Mr. Cramer. Will the gentleman vield? 

Mr. Epmonson. I will be glad to vield to the gentleman from 
Florida. 

Mr. Cramer. Many States are different in that respect. Of course, 
they have to negotiate with whatever body has the taxing authority. 
T do not think it is any problem, but with regard to your free-enter- 
prise definition, the difference seems to me to be in this instance 
whatever taxes are reduced inures to the benefit of the Federal Govern- 
ment, and not to private enterprise. That is the distinction. 

In the present circumstances, where the Government has to pay, 
or the private individual has to pay, or the private enterprise has to 
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pay taxes, that total amount accrues) as an additional cost to the 
Government. No profit is involved insofar as the private enterprise 
is concerned, and, in figuring the amount, that the Federal Govern- 
ment is willing to. pay for this private-enterprise investment, it is on 
a certain percentage basis. Is that correct? 

Mr. Barnarp, That is right. 

Mr. Cramer. Five percent of the amount of the maximum, or 
something of that sort. The amount of taxes is included. So, this 
is a situation where private enterprise does not get any benefit ‘from 
the fact that these taxes are exempted. Instead, it amounts to how 
much more the Government will have to pay in annual payments, 
and the Government actually pays it. In private enterprise, if there 
are no taxes, private enterprise gains, but in this instance it is the 
Government that pays. 

Mr. Epmonpson. I yield to the gentleman from Missouri. 

Mr. Brown. Let us take the theory of the gentleman from Florida. 
The Post Office Department leases a lot of ties now, do they not? 

Mr. Barnarp. That is correct. 

Mr. Brown. From private individuals, or private firms. Those 
private individuals or private firms pay taxes on that property, do 
they not? 

Mr. Barnarp. That is right. 

Mr. Brown. Has the Postmaster General, or anyone in the Depart- 
ment, ever gone to a local government entity, or to a State, to negotiate 
taxes downward for those private individuals or firms who own build- 
ings that the Post Office Department is now leasing? 

Mr. Barnarp. Not from the standpoint of attempting to get a 
lower rate, or a lower millage, or anything like that. We have, on 
occasion, particularly on the large facilities, discussed with local taxing 
authorities the base which they would use as their starting point in the 
formula for taxation. We have never negotiated any long-term 
eontract, or anything of that type, for reduction of taxes of that kind. 

As I explained a little earlier, all of our large lease deals and all of the 
lease-purchase transactions carried what we call a tax escalator clause 
which provides that the base of the taxes are part of the rent agreed 
upon in the first instance. Those taxes are the estimated taxes for the 
starting date, after completion of the building. They can change up 
or down without any help from the Government. We do have the 
right, and exercise the right, to protest high taxes. If we get taxed on 
any leased facility, or if the owner gets taxed an outsized amount, our 
representatives will go to the city, together with the owner, and discuss 
the matter, and argue the fact that we think the taxes are unreasonable, 

So that, to that degree, we have negotiated on taxes, but not to the 
extent that is intended in this wording that we would negotiate for a 
different rate. 

Mr. Brown. That is exactly my point, In the two instances, 
where you have gone to protest exorbitant taxes, the owner is involved 
too. 

Mr. Barnarp. That is right. 

Mr. Brown. Now, in this setup, even though it is an installment- 
purchase arrangement—a so-called lease-purchase arrangement— 
under the terms of this amendment, Mr. Chairman, the owner is 
completely ignored, and yet the legal title to the property for a certain 
period of time is going to rest or reside in the name of a private concern, 
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Yet here the Government is looking through that arrangement and 
going to the Postmaster General, and the Postmaster General is 
authorized to go to these local entities to negotiate arrangements. If 
anything should blow up on the deal at any time during the 25-year 
period, the Federal Government has been placed in the position of 
having negotiated taxes with a local concern on a piece of property 
which would, eventually, or could, theoretically, at least, wind up in 
the hands of a private individual. 

Mr. Barnarp. I do not believe that is a correct analogy, be- 
cause there is no way, once this contract has been entered into and 
the Government has taken possession of the building—under the 
law, there is no way for the owner to get his building back, because 
there is a specific performance contract and the Government must 
pay all of the indebtedness. There is a provision to pay the indebted- 
ness ahead of time if the Congress sees fit to appropriate funds to do 
that. So, there is no way the owner can get his property back; but, 
perhaps to clarify your point a little bit more, I might refer to 
Congressman Cramer’s point, which is that this type of contract is 
different from normal private-enterprise contracts, such as our leases, 
to the degree that the taxes are actually no concern to the owner. 
We pay the tax bill, because as the owner of the property he receives 
the tax bill, but the Government is guaranteeing taxes, whatever they 
might be. 

Mr. Epmonpson. That is what I wanted to get at. Your contract 
provides you will pay so much per year, and on top of that you will 
pay the taxes on it. Is that right? 

Mr. Barnarp. That is right. 

Mr. Epmonpson. Whatever the taxes may be. 

Mr. Barnarp. Whatever the taxes may be, we pay them. 

Mr. Epmonpson. The Government contracts to pay them. 

Mr. Barnarp. That is right. So that is what is beneficial here. 
It is to allow the Government, in the first instance—and I go back to 
Mr. Scudder’s question as to whether we would negotiate taxes in 
advance of the project being built, and my answer to that was ‘‘Yes.”’ 

Mr. Epmonpson. What you really have here, then—what you 
really have in this kind of a situation is the case in which the Govern- 
ment goes to an individual who has some money and says, “You 
build us a building,” or it may be a corporation, or it may be a munici-’ 
pality, and it says, “You build us a building and we wil] guarantee to 
you a certain amount of profit on your money for building the build- 
ing, and we will take care of all the expenses and all of the costs and 
all of the taxes in connection with that building and save you from 
any possible harm.” Is that correct? 

Mr. Barnarp. That is correct. 

Mr. Epmonpson. So, what you really have is just a situation which 
really does not amount to private enterprise in the sense of risk-taking 
and taxpaying at all, does it? 

Mr. Barnarp. That is right. 

Mr. Epmonpson. That is the point I was trying to get at, from a 
philosophical standpoint, because there are certain parallels in this 
thing to another very famous proposal which was made down in the 
vicinity of West Memphis, which are certainly striking parallels when 
you examine this thing and examine it carefully. 

- Mr. Jones. Will the gentleman yield to the gentleman from Ohio? 

Mr. Epmonpson. Yes. I will be glad to yield. 
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Mr. Scuerer. This basic legislation provided, and it was the idea 
of Congress, to have private enterprise pay the taxes as long as it held 
title. Now, the only reason why we are asking for this amendment is 
that the Government can carry out this program at less cost. Is that 
not the answer to this controversy? 

Mr. Barnarp. That is correct. 

Mr. ScurereR. We would all like to see the full tax paid to the local 
government on all of these structures, would we not? 

Mr. Barnarp. If the tax is a reasonable tax. 

Mr. Scuerer. [If it is a reasonable tax. 

Mr. Barnarp. That is right. 

Mr. Scurrer. But the only reason why we are seeking this amend- 
ment is because we found this whole program costs too much 

Mr. Barnarp. That is right. 

Mr. Scurerer. And we are trying to out the cost to the Govern- 
ment. 

Mr. Barnarp. That is right. 

Mr. Epmonpson. Then may I say to the gentleman, if that is your 
objective and that is your purpose, just to secure a stable and reason- 
able tax level on which the municipality or the State may be reim- 
bursed for the fire protection and police protection and sanitation and 
other facilities they provide to this building, then why does this not 
say you may enter into an agreement which provides for a stable tax 
level over the period of the contract, rather than providing for reduc- 
tion in the amount of, or for exemption from, taxes, which, certainly, 
is a much more extreme statement, and I think much more undesir- 
able as a lever which the Federal Government will come in and hold 
over the heads of these municipalities and say to them, “‘You give us 
an exemption or a very low tax rate, or we will not help you to build 
your building there.”” That is asking the local agency of government 
to assume the burden of building or substantially subsidizing a Federal 
building. 

I do not think this Government is in a position where it ought to 
be making that kind of a demand on the local government. I will 
yield to the gentleman from New York. 

Mr. Dootey. There is one point you raised which I do not think 
is appropriate, or in order, at least. You mentioned a stabilized tax. 
In no local community where there is home rule—and the country is 
full of them—can you have a stabilized tax, because succeeding 
administrations will change the tax according to need. 

Mr. Epmonpson. I am inclined to agree with the gentleman on his 
legal point that an agreement would not be worth too much if you 
enter into it with an administration and did not have some kind of 
ratification of it by the people at large in the community. 

Mr. Dootery. You cannot have it for a period of years. 

Mr. Epmonpson. But there is certainly no more validity to nego- 
tiating an exemption than there would be to negotiating a stable tax 
level, to my way of thinking. 

Mr. Doo.try. There is not. May I ask you this question before 
I am through? 

Mr. Jones. Are you finished, Mr. Edmondson? 

Mr. Epmonpson. I would like to ask the gentleman from New 
York if he feels that a governing body of the State or a community 
can confer an exemption, but cannot confer a stable level of taxation? 

Mr. Dootey. They can. 
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Mr. Epmonpson, They can in your State? 

Mr. Dooutry. Yes. For an exemption, but not a stabilized tax over 
a period of years. I would like to ask one other question. 

Mr. Epmonpson. Does the gentleman feel they can confer an ex- 
emption in perpetuity to a corporation or private person? 

Mr. Dootey. For periods of 34 years, 30 years, 20 years, they can 
enter into a contract, and they can confer an exemption for specific 
periods. 

Mr. Epmonpson. Under the laws of your State, that can be done? 

Mr. Dooury. Exactly. 

Mr. EpMmonpson. I think it is possible to have it accomplished by 
legislation in a State. 

Mr. Dooxey. But it cannot stabilize taxes. 

Mr. Epmonpson. Then, in that case, it has to be permissive under 
the constitution of the State—something the people at large voted 
upon and made permissive. 

Mr. Scupper. Mr. Chairman. 

Mr. Jonus. Mr. Seudder. 

Mr. Scupper. Mr. Chairman, there is one point I think we are 
getting away from, which is the purpose of the lease-purchase program, 
put into effect about 4 years ago. We were depending entirely on 
Federal appropriations for building these public buildings. We could 
not get the money from the Federal Government to keep up with the 
building program, so we looked for some other avenue in order to 
protect the construction of these buildings. 

I have never seen a community or a city, in my experience in public 
office, where they were not seeking a Federal building or an improved 
post office in their vicinity. Even going back to Colorado, and the 
case of the Denver post office, the fact. that that post. office is located 
in Denver does give employment to a lot of people who are taxpayers 
in that community, so it does benefit the community. 

When we found we could not get appropriations to keep up with 
the demand of all the various cities of our country in constructing 
public buildings, this program was devised. When they come in 
with the report, they found that the taxes were so high that it pre- 
cluded them from entering into these contracts. 

Those of us who have desired to see some public construction felt 
we should exempt or work out some program to put the Federal 
Government in the same position they would be in if they bought the 
land and constructed the buildings with Federal taxpayers’ money 
I think that is a reasonable assumption we are trying to arrive at, 

Mr. Epmonpson. Will the gentleman yield? 

Mr. Scupper. Let me finish my question. Then the report came 
to us, and taxes were so high that it put them out of the market in 
procuring the buildings. I would like to direct this question to you. 
You say that the land belongs to the Federal Government before the 
contract is let. Is that right? 

Mr. Barnarp. On the cases that are approved to date. Those 
that are approved to date. All of these projects are on Government- 
owned land now. 

Mr. Scuppger. Then suppose that the owner who was selling the 
building to the Federal Government should default in his taxes? 
Would not the governing body, the city, county, or whatnot, foreclose 
on the land? Would they not do that? They could not foreclose 
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on the building. They would have to reach back to the Federal 
Government for the taxes. So, therefore, in all reasonableness, the 
building belongs to the Federal Government. It is on Federal prop- 
erty, and you cannot take the building off it when you have to fore- 
close on the property. So the claim would be against the Federal 
Government for the amount of the unpaid taxes that have accrued 
against that building. 

My thought has been that if we could change this argument of ours 
in all fairness—if we could change this lease-purchase contract to a 
deed to the Federal Government, with the Federal Government 
giving back to the seller a deed of trust which would be foreclosable 
in 90 days’ time, that then we would solve the whole problem and the 
building would be owned by the Federal Government, but giving back 
to the owner a deed of trust which would be foreclosable if the Govern- 
ment did not keep up their payments. 

That would be a practical way of getting away from all of this 
program, and you would have no taxes that you would have to figure 
on. It is a matter of how you might approach the situation. 

I feel it is all right to go into negotiations because I believe most 
cities would say, ‘‘Sure. If you come in and put up a building for us 
to our liking we will forego the taxes.’’ And that is what they would 
have to do if the Federal Government put up the money. 

Mr. Epmonpson. Will the gentleman yield? 

Mr. ScuppEr. Yes. For a brief question. 

Mr. Epmonpson. The gentleman, of course, is aware of the fact 
that there are hundreds of post offices built across the country, and 
I think one of the achievements of this administration has been the 
construction of hundreds of post offices across the country in the 
last few years under a straight lease agreement. 

Mr. ScuppEr. But they are smaller post offices. You are not going 
into the bigger post offices. You cannot find any organization who 
will furnish the land to doit. I have been a party to helping negotiate 
some of these. 

Mr. Epmonpson. The only post offices built in my district have been 
straight arrangements, where they paid the taxes. 

Mr. Scuppsrr. That is all right on a small project, but you could 
not get into a big project. 

Mr. McGrecor. Will the gentleman yield? 

Mr. Scuppemr. I yield to Mr. McGregor. 

Mr. McGreeor. I think we are getting into the same argument, 
and I am sure members of the committee remember 8, 9, and 10 years 
ago, when we first started to discuss the lease-purchase agreements 
that we got into this argument. We discussed this tax situation then, 
with the result that up until 2 years ago we got nowhere. Finally the 
jurisdiction of the two committees merged—the Post Office and Civil 
Service Committees, and I am sure members remember several weeks 
of hearings were held on the very same subject. I think we can sit 
here until next week and argue this tax thing, and you will not get 
anywhere, because there are two programs involved. 

I think the fact is that we are simply giving the Postmaster General, 
and the same with the General Services Administration, on page 3 
the authorization to enter into an agreement with any State, county, 
or municipality, or any subdivision. It is simply giving them the 
authority. I do not know whether it can ever be done or not; but I 
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am hoping we can go on and hear the rest of the bill, because I am 
sure if and when it comes on the floor of Congress you are going to 
hear the same argument about the tax situation. 

Let us be reasonable and factual about this thing. The other body 
is in a filibuster, or a lengthy discussion, whichever you want to call it. 
If we are going to get into another argument here as we have in the 
past—and I certainly recognize everyone’s right to speak—then the 
expiration date of this legislation will be over. The legislation ex- 
pires on July 22. You have 149 projects that are going to fall by 
the wayside. I for one do not want to assume that responsibility of 
saying 149 projects that are ready to go will not be built because I 
did not reenact the legislation. 

Iam hoping we can go over the rest of this bill and if we have any 
spare time, then we can go back and discuss the tax situation. 

Mr. Jones. Mr. Scudder. 

Mr. Scupper. That is all. I yield. 

Mr. Jones. Mr. Mack. 

Mr. Mack. I feel rather strongly on this tax item matter. There 
are over $220 million involved. The fallacy of paying taxes on build- 
ings we are going to build in the future and not paying taxes on 
buildings that are already in existence is indicated here by what will 
happen in the District of Columbia. The buildings in the District 
of Columbia the Congress would spend $176 million to build, or more 
than one-quarter of the entire amount of this bill. Of the total cost 
of the taxes, $220 million, the Federal Government will pay the 
District of Columbia over $50 million in taxes on these buildings 
which will be a contribution in the neighborhood, I presume, of $2 
to $3 million a year over a 25-year period. That will be an additional 
contribution from the Federal Government to the District. I think 
the payment of taxes on future buildings is wrong. 

Mr. Dooxey. Will the gentleman yield? 

Mr. Maex. I am through. 

Mr. Dootery. I want to ask one question on the tax situation. Are 
there any certioraris now in existence? Does the Post Office bring 
the action as a guarantor of the taxes? 

Mr. Barnarp. Pardon me? 

Mr. Dootey. Do you assume the taxes on the building are too 
high, and do you bring an action to reduce the taxes? 

Mr. Barnarp. Under the lease-purchase program, or the lease 
program? 

Mr. Dootry. Under the lease-purchase program. 

Mr. Barnarp. No, sir. 

Mr. Doouey. The fee is in the corporation or the man who owns 
the building. Does he bring any action? 

Mr. Barnarp. No, sir. We have none of the buildings finished yet. 

Mr. Dootey. Thank you. 

Mr. Brown. Mr. Chairman. 

Mr. Jongs. Mr. Brown. 

Mr. Brown. Under this setup of taxes let us assume the building 
is built in Denver, Colo., and there is one built in Missouri in my 
district, and let us say my people in Missouri are so interested in 
getting a new building that they come along and make an agreement 
with the Postmaster General to reduce local taxes on the post. office 
building. But let us say that they find out a year or so later that 
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Denver, Colo., did not, and they are getting a pretty healthy tax on 
the situation. What do you think the people in Missouri would do 
about their agreement then? 

Mr. Barnarp. That would be a hard thing for me tog uess aside 
from what I would be inclined to do myself. I think the best way I 
can answer that is to say that this does not make mandatory any 
reduction in taxes. Nor does it make mandatory any specified period 
of agreement. 

As Mr. McGregor said, it is permissive legislation. Again, I am not 
an attorney, but I would say this: If, in any given situation, let us 
say, for example, for a period of 5 years you could make an agree- 
ment to reduce taxes, but you could not make it binding beyond that 
5 years, this legislation would permit you to take advantage of that 
for the 5 years. If after that you could not get it renewed, you would 
have to pay what they charged you. 

This i oes not make it mandatory for any community to give up 
anything other than what they choose themselves to give up. 

I oud say in reply to the comparisons that the fact that the people 
in Newkirk, Okla., legally or illegally—I do not know—have offered 
to us tax exemptions for that project, and a project up in Pennsylvania 
is charging full taxes, is a matter for the locality to decide in their own 
discretion as to whether they want to do it one way or the other. 
This legislation makes it permissive for the Postmaster General to 
take advantage of the situation if it accrues to the benefit of the 
Government. 

Mr. Brown. I was not here in the Congress when this original act 
was passed, but I submit for the consideration of everybody that one 
of the stumbling blocks is the terminology—lease-purchase—when 
actually what we are trying to do is on Government land owned by 
the Federal Government we are trying to put up a building. Why 
not call it an installment purchase and get away from taxes com- 
pletely? If you buy something on the installment plan, which is 
what this is doing, when you boil it right down to the fundamentals, 
then there is no tax involved. The title rests with the Federal Gov- 
ernment, and historically by court decisions there are no taxes on 
Federal properties. 

Mr. Barnarpb. May I answer that this way: Two factors I think 
you should know are these: One is there is nothing in the law which 
precludes the use of private land that you would buy as part of the 
overall purchase. It is the policy at the present time of the Post 
Office Department to use the sites which have been bought as long 
as 40 years ago up to the last land procurement, which was 1950. It 
is the policy to use those sites first. 

The General Services Administration I am sure in the first place 
can answer for itself when we are through here, but I do know of their 
policy. They are acquiring land which is wrapped up in their pack- 
age of building and land which they are buying. Of course, in that 
case they pay taxes on the land. If the post office moved into a site 
where we did not own the land and we were going to have a building 
built on a parcel of land yet to be acquired, we too would pay taxes 
on that. 

As to the change in the nomenclature, or the system, or anything 
like that, I think there are reasonable stumbling blocks in the invest- 
ment markets to so-called installment buying with no downpayments, 
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and so forth and so on. You would have completely to revamp all 
of the legislation and change it completely to have that type of thing 
made permissive, because the way it is set up and contracts are drawn 
now, it is an agreement whereby the Government leases the building 
for the term of the contract and the payment of the last installment 
delivers the fee to the improvements and/or improvements in land. 
So it would have to be a complete change of legislative concept. 

Mr. McGrecor. Mr. Chairman, I move we go on with the third 
section, so that we might cover the full bill. 

Mr. Jones. I do not want to preclude anyone from examination. 

Mr. Aucutinctoss. I want to make an observation. 

Mr. Jones. Mr. Auchincloss. 

Mr. Avucuinctoss. I think the discussion has been very helpful, 
Mr. Chairman, and I think it is a very important point of the whole 
act, but maybe I would like to point out that the act would provide, 
as I understand it, authority for the Federal Government to negotiate 
some of these deals and carry out the best deal they can. Nothing 
can be done, though, if the Committee on Public Works of the House 
or Senate disapproves of the plan, or the facilities, and the negotiation, 
because you have to submit the prospectus to the committee before the 
appropriations can be made. Is that correct? 

Mr. Barnarp. That is right, sir. 

Mr. AvucuincLoss. So it seems to me it is still entirely within the 
control of the committee if some negotiation is carried out, or some 
agreement has been reached which does net meet with the approval 
of the committee. It provides an elasticity which would be very 
helpful in a business deal of this kind. I just wanted to make that 
observation. 

Mr. Jonns. Thank you, Mr. Auchincloss. 

Are there any further questions pertaining to this section? I have 
one question. 

In this section, what authority does section (c) give to the Post 
Office Department that the Post Office Department does not now 
already have? 

Mr. Barnarp. I believe, Mr. Chairman, the wording of the original 
Public Law 519 which says that the—may I check to see what the 
language is there? 

Mr. Jonzs. Yes, sir. 

Mr. Barnarp. In section 202 (h) the law says: 

With respect to any interest in real property acquired under the provision of 
this section, the same shall be subject to State and local taxes until title to the 
same shall pass to the Government of the United States. 


Mr. Jones. That is not going to change this, is it? 

Mr. Barnarp. What is that? 

Mr. Jones. That will not change the provision here. 

Mr. Barnarp. You make an addition to that. 

Mr. Jones. I know, but suppose we did not have subsection (c). 

You still could do everything you say you need to do under sub- 
section (c). 

Mr. Barnarp. I do not believe you could, sir, because if you are 
subject to paying and if the places are subject to State and local taxes, 
that in my estimation would not give you the authority to negotiate 
for lower taxes and reductions or exemptions. If it is subject to local 
taxes it is subject to local taxes. 
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Mr. Jonus. But you are still subject to local taxes, Mr. Barnard, 
even though you have subsection (c) in the bill, and you have that 
added authority. 

Mr. Barnarp. Subsection (c) gives you the added authority to go 
ahead and negotiate for changes in the taxes. As I see it, without 
subsection (¢)——— 

Mr. Jones. Could you not do that under Public Law 519? 

Mr. Barnarp. I do not believe so. 

Mr. Scuerer. No. 

Mr. Jones. Why? What prohibition is there? I want you to 
restate it, because I cannot see it now. 

Mr. Barnarp. As I see it, section (h), which is written says you will 
pay local taxes. 

Mr. Jones. I understand that. 

Mr. Barnarp. And it is mandatory to pay local taxes. 

Mr. Jonus. Yes, but just a minute. That provides that local 
authorities shall establish the taxes, and not the Federal Government. 

Mr. Scuerer. That’s right. 

Mr. Jones. And you have no right to say that the taxes shall be 
a certain rate. Suppose you go down to Oklahoma and say to that 
community down there, “Well, we will put up a post office down here 
and you need it, but the tax rate is too high here.” There is not any 
negotiation, but the city comes back and says, ‘“‘Why, Mr. Deputy 
Postmaster General, we will reduce taxes one-half.” Do you mean 
you then could not engage in a contract with that community for the 
cost of construction of that post office, notwithstanding the fact that 
you have a provision here which says you will pay local taxes? You 
do not establish the local tax rate—not by that bill; nor does Public 
Law 519 force you to accept the rate of the community. 

Mr. McGrecor. Public Law 519 says: 

With respect to any interest in real estate acquired under the provisions of this 
section, the same shall be subject to State and local taxes until title to the same 
shall pass to the Government of the United States. 

That is mandatory. 

In this legislation, either in the Senate or the House bills, you are 
giving them the opportunity of negotiating. It is not mandatory to 
pay if you can negotiate otherwise. That is what this bill does. Is 
that not correct? 

Mr. Barnarp. That is right. 

Mr. Jones. This provides that the Postmaster General can nego- 
tiate with the States, counties, or municipalities, or any political sub- 
division, for a tax rate. Is that not right, sir? 

Mr. Barnarp. You are speaking now of subsection (c)? 

Mr. Jonzs. Subsection (c). 

Mr. Barnarp. That is right. 

Mr. Jones. That does not change the dotting of an ‘%” or the 
crossing of a ‘“‘t’’ of that provision you just referred to in Public Law 
519, does it? 

Mr. Barnarp. I believe it does, Mr. Chairman. 

Mr. Scuersr. Obviously. 

Mr. Batpwin. Will the gentleman yield? 

Mr. Jonzs. Yes. 

Mr. Bapwin. It seems to me under the original section of the laws 
as they exist today the Post Office Department or the General Services 
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Administration have no right to take action and negotiate to establish 
any other rate than the existing rate applicable to everybody in that 
area. To imply they have such an authority is to read something in 
it which is actually not in wording. This just states specifically they 
would now be given the right to negotiate what rate, whether it is a 
lower rate or no rate, which applies to everybody in the area. 

Mr. Scuerer. Or a service charge. 

Mr. Baupwin. If you and I in our districts found the General 
Services Administration and the Post Office Department under the 
present law beating down the local people on the rate, we would 
probably scream to high heaven and say it is not in the law. 

Mr. Jongs. I want to say to the gentleman from California I do 
not see with respect to the legal aspect that subsection (c) changes 
any part of the existing provisions of Public Law 519. 

Point No. 2 is that if this is added it will not give to the Post Office 
Department or the General Services Administration one iota of en- 
largement of their authority to reach conclusions with the local author- 
ities on the tax rate or a tax payment. 

Mr. Barnarp. May I make one statement, Mr. Chairman, in re- 
gard to that? 

Mr. Jongs. Yes. 

Mr. Barnarp. Again, as I read this law, the provision that is in 
Public Law 519 is mandatory, saying that local taxes will be paid. 
Taxes are assessed against the owner of a property and as a result this 
does not permit the Government’s intervention. 

As I see it, subsection (c) permits the Postmaster General to enter 
into an agreement. 

Mr. Jones. I understand that, but do you mean to say that be- 
cause you are given authority under Public Law 519 to acquire a site, 
that you must pay the amount that whoever wants to sell the prop- 
erty says that he wants you to, and that you cannot negotiate for the 
sale of the price of the property? 

Mr. Barnarp. No, sir. As a matter of fact, the law says you shall 
negotiate. I think this is an attempt to make this all on the basis of 
flexibility, so that you can do what is best for the Government. 

Mr. Jones. Now my second question: Do you not think it is a 
little bit unbecoming, as a Federal policy, to nave the Deputy Post- 
master General and the General Services Administrator going around 
and bargaining with local people as to the terms on which to put up a 
building to render service, and having no uniformity of policy with 
respect to such terms relating to the construction of those buildings? 
Do you not think that is a little bit faulty as far as Federal policy is 
concerned? 

Mr. Barnarp. Mr. Chairman, I believe that any lack of uniformity 
in policy is most regrettable wherever it occurs. 

Mr. Jonus. Yes, sir. 

Mr. Barnarp. I think, and I do not know what the writers of this 
particular piece of legislation had in mind—I do see how it would fit 
into the program as we have been working it. 

Mr. Jonges. You gave two examples a moment ago, and J assume 
those are examples of the very thing I am talking about. You 
have one town in Oklahoma which is willing to forego the tax payment, 
and here is one in Pennsylvania which will require the full amount of 
tax payment. The Post Office Department, under Public Law 519, 
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or under this law, is under the obligation to render postal service in 
those two communities. In order to carry out the primary responsi- 
bility of the Post Office Department you have to have a building at 
each town, but you will pay taxes on one and forego it on the other. 

Mr. Barnarp. What I was going to say is, when a municipality 
or any entity comes to the Post Office Department and makes an 
offer to reduce taxes or to excuse taxes entirely, I personally believe 
that the Department and/or any part of the Government should be 
in a position legally to accept such an offer. 

Our General Counsel, and apparently the General Counsel of the 
General Services Administration, feel that this is not part of the 
permissive legislation that exists now. We are bound under section 
(h) in the Post Office Department to pay local taxes until the title 
is passed. I do not think any wavering policy is a good matter, but 
I think it works into the same discussion as to how much rent do we 
pay for a lease. We get as rough as we can get on certain owners 
who want a specific dollar rental. We tell them, ‘Look, if you want 
to give us this facility for X dollars we will take it and not a penny 
more.” 

We might turn around in another community and pay a higher rent 
for a similar building under other circumstances, but it gives you the 
negotiating authority which allows you to administer your responsi- 
bility with complete flexibility, taking advantage of the situation in 
each case. 

As I said earlier, I am sure you can have no fear of the Post Office 
Department going out with a big club and threatening communities 
that they would have no new facilities unless they made a great descent 
in their taxes. 

Mr. Jonrns. Do you mean to imply to the committee then. that 
there will not be any partiality in designating a site for a post office as 
between those who would give you free taxes and those who would 
impose the full amount of local taxes? 

Mr. Barnarp. I think the decision would be made on the economics 
a the transaction in each individual case, the same as we make it on 
eases. 

Mr. Jones. If there is aneconomic question involved then the com- 
munities that come forward and agree to give you free taxes are the 
ones that will get the post offices, and the ones that cannot give you 
the free taxes will do without? 

Mr. Barnarp. I do not agree with that, sir. 

Mr. Becker. Mr. Chairman. 

Mr. Jongs. Mr. Becker. 

Mr. Brecker. Not being a member of the subcommittee, I do not 
want to interpose my questions on your time. 

Mr. Jones. You are perfectly free to go ahead, Mr. Becker. We are 
glad to have you. 

Mr. Brecker. But we seem to be arguing something here about the 
question of negotiating on taxes, and that it would be unfair to nego- 
tiate them in one place where it may be advantageous to do so, and in 
another place where somebody else does not grant an exemption on 
taxes or a reduction, you will not. That is the point of subsection (c). 
However, I am called to mind there to the legislation on rivers and 
harbors and flood control, where projects are approved by this com- 
mittee without local contribution, and others with local contributions 











228 PUBLIC BUILDINGS PROGRAM 


of 15 percent, or 35 percent, or 50 percent local contribution. That is 
done all along the line with no policy being apparent in the type of 
negotiation, or the ability to pay, shall we say, in regard to those 
projects. 

On the question of subsection (c) being in the bill, I can see that 
it is advantageous all around. The community wants a building and 
feels they need it badly, and they want to grant an exemption of taxes 
on the basis of negotiation granted in this section, so they do so. An- 
other community cannot do it, and they do not want the building so 
badly, and they do not want to negotiate taxes. 

So I would say the section here is merely an advantage to the 
Government in being able to negotiate something which they should 
have by right, which is not now specifically stated in the law. The 
law merely says they are subject to paying taxes imposed by the 
locality or the State. 

From my viewpoint, Mr. Chairman, I cannot see anything but an 
advantage on the part of the Government with this subsection (c) 
written into the bill. 

Mr. Scuerer. Will you yield for a question? 

Mr. Buecker. Yes. 

Mr. Scugerer. We have a somewhat similar precedent in that Fed- 
eral public housing projects are not on the tax duplicate for the full 
amount. They negotiate with cities for a service charge in lieu of 
taxes so that you have a reduction of taxes of all public housing 
projects. They do not pay full taxes. 

Mr. Becker. If I may make one further point, in our defense plants 
that we have all over the country, various negotiations on taxes are 
made and payments in lieu of taxes, and they are not at any stabilized 
rate, but at whatever rate they can negotiate at, which is an advantage 
to the Government. 

The only thing I want to say on this is it is a basic advantage and 
no one can be harmed by it. 

Mr. Epmonpson. May I say in response to the point of the gentle- 
man from New York regarding rivers and harbors projects, I think 
the gentleman answered his own argument. He said we impose no 
standards except ability to pay or the benefit to the locality. Well, 
ability to pay and benefit to the locality are certainly standards. 
No standard of any kind is established here to determine this question 
of what the local forgiveness or exemption from taxation is going to 
be except apparently what the traffic will bear. 

If a locality like Newkirk is willing to come in here and say, ‘‘We 
will forego all taxes,” legally or illegally the Post Office Department 
says, “Fine, we will let you do that.’””’ Then they go to another area 
in Pennsylvania where probably the ability to pay is equal to the 
ability of Newkirk and because they do not make that offer they do 
not propose to go through with any forgiveness or any exemption on 
taxes. To me that is a clear absence of any type of standard. 

On our rivers and harbors projects in every instance where we 
have considered local participation we have taken up the question 
of what the benefit will be to the locality, and what the ability of the 
locality is to pay. Neither of these standards are proposed, or even 
mentioned, in connection with this particular section. 

So I say the gentleman has answered his own argument. 

Mr. Brecker. I may say to the gentleman he is a little bit wrong 
in that assumption because I said the committee has taken this 
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action, but the Government has not, because in the recommendations 
of the Corps of Engineers and the Bureau of the Budget we have 
offset and upset any type of standard they have tried to fix. I said 
the committee has taken action in that respect of using ability to 
pay, or the type of community, but not the Government. This is 
the Government which is going to handle these negotiations. 

Mr. Epmonpson. Is the gentleman under the impression that the 
Army engineers do not take into account ability to pay and the local 
benefit when they determine local participation? 

Mr. Becker. I do not know, because most of their recommenda- 
tions try to come along on the basis of the benefit-cost ratio. 

Mr. Epmonpson. But I think time after time we have heard the 
Army engineers tell us they have considered what the benfit will be 
to the locality, and what their ability is to pay. 

Mr. Becxer. No; I do not think they have ever done that, Mr. 
Edmondson. I disagree. 

Mr. Epmonpson. I disagree with the gentleman from New York 
on that point, and I yield back my time. 

Mr. Batpwrn. I would like to make this observation: I think it is 
unfair to the committee to spend our time debating between our- 
selves when we have a lot of men present here with many other things 
todo. I would like to make the motion that we proceed to section 3, 
and we can have our debate back and forth when we read the bill 
through. 

Mr. Scupper. Second the motion. I think Mr. Baldwin’s observa- 
tion is a good one, 

Mr. Jones. I want to say to the committee and to the gentlemen 
here, as you were informed, members of the committee, this is an 
informal meeting. The Chair has not attempted to restrain the 
members from getting into the types of arguments they have because 
it provoked some thinking that might improve the legislation, and I 
think it is in order. I want to explain to you that is the reason why 
the Chair has permitted the latitude it has. But as you say, | think 
time is running out, and your observation is a good one. If we can 
proceed to section 3 on page 6 we will try to conclude this bill. 

Mr. Barnarp. Mr. Chairman, I believe the balance of the bill as it 
is written pertains to the General Services Administration and not to 
the Post Office Department. 

Mr. Jonrs. Yes, sir. 

Mr. Barnard, do you have any other suggestions or amendments 
that vou might want to propose to the committee? 

Mr. Barnaro. My only thought on that, Mr. Chairman, is the fact 
that. the other amendments that are mentioned in the bill that pertain 
to the General Services Administration are such that we feel it would 
be helpful to have them compatible in both sections. In other words, 
we would like to have the same amendments apply to the Post Office 
Department as apply to the General Services Administration. 

I do think it would be helpful from the standpoint of clarification 
to the public when they examine a proposal presented by the General 
Services Administration and proposals presented by the Post Office 
Department, to know that the same law applies across the board. 

The amendments included in section 2 are extremely helpful and 
most certainly should be adopted. If the committee saw fit in the 
light of their circumstances further to amend the bill, we would like 
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to request the inclusion of the same types of amendments that the 
General Services Administration has provided for it here. However, 
we can 

Mr. Jonzs. Would you mind setting forth those various provisions 
in a letter? | 

Mr. McGrucor. May I inquire of Mr. Barnard after he answers 
you? 

Mr. Barnarp. I believe, Mr. Chairman, you have a letter from 
the Acting Postmaster General dated June 11 in response to your 
inquiry, and in response to Chairman Buckley’s inquiry regarding 
H. R. 6993. If you would like to have that for the record now, I have 
a copy which I can leave with you. 

Mr. Jonzs. Without objection, that will be made a part of the 
record, and the clerk will be instructed to circularize the letter to the 
members of the subcommittee. 

(The document referred to will be found on p. 183). 

Mr. Jonzes. How man projects did you tell the committee had been 
approved? 

Mr. Barnarp. There are 48 post office projects. 

Mr. Jonzgs. If Public Law 519 is extended, how many of those 48 
projects will have to be reapproved by the Public Works Committee? 

Mr. Barnarp. I do not know specifically of any that would have to 
be. We are hopeful all of them will be able to be accomplished within 
the approved limitations now. To date three contracts which we have 
let have been within a very minor variation from the approvals. Asa 
matter of fact, I believe the contract in West Memphis, Ark. 

Mr. Jonss. Has that been let? 

Mr. Barnarp. That has been let. West Memphis was approved 
at $138,045, and that was the amount of the contract. In Newkirk, 
Okla., both the amount of the contract and the total cost and the 
annual rent are as approved by the committees. 

The St. Marys, Ohio, project is within 2 percent of the approval of 
the committees. 

So I think we are finding on those we have been able to make that 
they are in very close range of the estimates to date, and I hope we 
would not have to resubmit very many, if any at all. 

Mr. McGregor. Mr. Barnard, is this correct, that you have been 
discussing in generalities H. R. 6993 and S. 2261, and possibly some 
inclusion of H. R. 4660, all of which is legislation on this subject? We 
want to be realistic about this. This law expires on July 22. Would 
it be possible, if this committee so decided, that we would submit to 
the floor possibly H. R. 4660 and strike out all after the enacting 
clause and insert the Senate bill, S. 2261? Would it be possible for 
your Department to get along with the bill that has been passed by 
the Senate? I am saying this, thinking possibly if we passed the 
House bill we would never get the opportunity to have conferees; 
whereas if we were able to pass the Senate bill without amendments 
there would be no need of conferees and it could be passed and sent 
to the President for his signature or his veto. 

I am simply bringing that up, realizing what we are up against in 
the Senate. Would you be able to get along with the legislation that 
has been passed by the Senate, S. 2261? 

Mr. Barnarp. Mr. McGregor, I think the most important thing 
accomplished in S. 2261 is the extension of this legislation until 1960, 
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which to us is very necessary. We feel it is important to the entire 
program of the Government in this phase of activity. Although it 
would not include some of the amendments which we would eventually 
like to see compatible between the Post Office Department and the 
General Services Administration, most certainly we could live with 
that situation and introduce amendments at a later time to accom- 
plish that. 

Mr. McGregor. Then, if in the wisdom of this committee and the 
Congress we passed S. 2261 with the amendments that have been 
suggested, and they are corrective amendments, in giving more 
flexibility to both of your Departments, then are you of the opinion 
that you could go on and bring to a finality some of these projects 
that you have already O. K.’d and are waiting final disposition on? 

Mr. Barnarp. I do, sir. 

Mr. McGregor. In the 2 organizations and the 2 departments 
I think there are 149 projects. 

Mr. Barnarp. I do believe so, sir. 

Mr. McGregor. Thank you very much. 

Mr. Wriacur. Mr. Chairman. 

Mr. Jonsrs. Mr. Wright. 

Mr. Wriaut. I would like to ask one question of Mr. Barnard: 
You were mentioning the possibility of a necessity under the present 
law of resubmitting a prospectus to the committee. Do I understand 
the present law to provide that if there is a substantial differentiation 
in the cost that you would have to resubmit it to the committee for 
its review again before proceeding with the contract? 

Mr. Barnarp. The interpretation on that, Mr. Wright, is a 
combination of several things. Basically, the law says that the 
Department will present to the congressional committees our estimate 
of costs and annual rentals and interest rates. The acceptance or 
approval of those estimates by the Congress in one sense of the word 
fits your feeling of the maximum cost. That is the understanding 
between us at the time you accept that. 

Mr. Wricur. Yes. 

Mr. Barnarp. We have, through all of the experience in Public 
Law 519 to date, religiously resubmitted to the committees any major 
changes, so that you could see if a project was going to cost 20 or 30 
percent more than the original estimates. We felt it was our require- 
ment that we let you know. 

The Comptroller General has ruled that the executive agencies 
have administrative discretion within reasonable bounds as to what 
amount of money more than the finally approved project costs is 
awarded, The Senate in S. 2261 provides for the General Services 
Administration a permissive clause to allow contracts to be awadred 
up to 7 percent higher than the original estimates, which is a factor 
we all feel is necessary to clarify the issue. It is rather unclear and 
not stated in the law specifically, so that the Senate put in their passed 
bill the 7 percent limitation. It would give us complete authority 
without question in anybody’s mind to move up 7 percent. It would 
not give it to us because it is not contained in our part of the bill, 
unfortunately, but it would give to the General Services Administra- 
tion the right to go up that far. 

We would like that same provision now, or at some time when it is 
possible to get it in. 
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Mr. Wricur. That is one of the things you had in mind when you 
said you hoped the same amendments covering the General Services 
Administration would be made applicable to you? 

Mr. Barnarp. Yes, but to us the most important thing is getting 
the extension accomplished as in 8. 2261. 

Mr. Wricut. In that specific connection, the resubmission of pros- 
pectuses, subsection (d) over here on page 2, as applied to the General 
Services Administration, if I read it correctly, would give the General 
Services Administration under the present bill we are considering a 
very broad discretionary authority not limited to 7 percent, or any- 
thing else. Do you understand it and interpret it the same way I do? 
That is subsection (d) at the bottom of page 2. 

Mr. Barnarp. Yes, sir. I see no specific limitation on page 2. 

Mr. Wricur. It says: 
an estimate of the maximum cost of the project: Provided, That the maximum 
cost set forth in any prospectus for any project may be exceeded or shall be 
reduced by an amount equal to the percentage increase or decrease, if any, as 
determined by the Administrator of General Services, in construction costs gen- 
erally dating from the time of transmittal of such project to such committees— 

That would actually just do away with any resubmissions, would it 
not? 

Mr. Barnarp. I believe if this does pertain to the General Services 
Administration—and I am only giving you my own personal thoughts 
in the matter—I would say if the original estimate were X dollars 
and the increase in construction costs as found in the judgment of 
the Administrator was X plus 10, that that would become his limita- 
tion, namely, X plus 10. I do not believe in this wording that it is 
completely free of any restraint, because he could not redesign the 
building and change it, and he could not add three floors to it, or any- 
thing like that. Probably this is my personal interpretation of this, 
but I think this would give the Administrator and/or the Postmaster 
General, if it applied to our section, the authority to move that in 
any direction according to the costs of construction between the 
approval and the contract. 

Mr. Jonus. Will the gentleman yield? 

Off the record 

(Discussion off the record.) 

Mr. Wricut. What is your present feeling in regard to this business 
or resubmission? Do you feel where the cost has skyrocketed since 
the submission of the report to the Congress that there should be no 
resubmission, but, rather, that the head of the General Services 
Administration, and, similarly, the head of the Post Office Depart- 
ment’s Division of Buildings, should have the discretion to go ahead 
and expand it without coming back to the Congress? 

Mr. Barnarp. Mr. Wright, speaking for the Post Office Depart- 
ment, I am sure that we feel that this whole legislation, this pattern 
of events, is a partnership between our agency and your committee. 
Certainly never would we want to do anything without the commit- 
tee’s knowledge of what we were doing. 

I think the thing we are interested in in this type of an amendment 
is to allow for projects which have been approved, for example, in 
the early part of a session, and by the time you get the architectural 
work done and get it all ready to bid, you are in the middle of Sep- 
tember when the committee is out of session. Rather than having to 
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delay under a moral obligation until the following session to resubmit 
it, we would like to have the flexibility to move ahead with the rolling 
of the economy. If the economy has gone up to the degree that there 
is a 4, 5, 6, or 8 percent, or whatever it might be, increase across the 
board in the cost of construction, then we feel that the Administrators 
of the agencies should have the right to make those decisions and move 
ahead with the projects to get the buildings built. 

I say that because if you have the moral obligation to come back to 
the committee before you take an action, it does delay it. It is one 
of the things that slowed it down to a degree. 

Certainly the committee ought to be apprised at any time of the 
changes made from what they last saw, and you may rest assured, as 
far as the Post Office Department is concerned, we will be anxious to 
let you know of any change we anticipate making. 

Mr. Jonres. The Chair would like to state we have another section 
here, and I would like to conclude that tocay. I say to the members 
of the committee if we can conclude this bill today | am going to try 
to make arrangements after the conclusion of the consideration of the 
omnibus bill on Thursday to go into executive session on all three 
bills pending before the committee, if that meets with the approval of 
the committee and meets your convenience, and you will not be out 
of town and will be here. 

Mr. Scupprr. Would it be in order at that time to report this bill? 

Mr. Jones. It would be in order for the subcommittee to report 
it to the full committee one way or the other. 

Mr. Scuppger. We take action on Thursday. I would not like to 
see the bill delayed to a point where we lose the continuance of the law. 

Mr. Jones. We are going to have a vote up or down before this 
committee before the expiration of the legislation. 

Mr. McGrecor. I want to say I am highly pleased that our Chair 
is taking that position. Either rightfully or wrongfully, we are being 
accused of delaying this legislation. Many Members, I am certain, 
have contacted the chairman, and 1 know many Members have con- 
tacted me, wanting to put a petition on the Clerk’s desk and wanting to 
have a few speeches made, so that the people will know if we are 
delaying it, and if so, who is delaying this legislation. 

I am most happy that the chairman is now going to bring it up on 
Thursday, and that we have an opportunity to vote it up or down. 

Mr. Jonzs. I am not saying positively it will be up on Thursday, 
but what I am saying is this: | am going to try to make arrangements 
for Thursday at the conclusion of the executive session, at the con- 
clusion of the consideration of the omnibus bill, to schedule now an 
executive session of the Public Buildings and Grounds Subcommittee. 
If the full committee consumes all day Thursday, we shall just have 
to go over until Friday. 

Mr. ScuppER. The reason why I asked that is I have had two calls 
from newspapermen downtown asking me if we are sitting on this bill 
until it expires, and I told them I did not think it was the intent, but 
the committee would make an honest attempt to come to a vote on 
the bill, so at least all of us who believe in carrying out a construction 
program in the country can go on record. 

I would like to see it come to some conclusion, because I would not 
like to have to answer the telephone when newspapermen call up and 
say, ‘‘Are you sitting on the bill and letting it expire?” For a long 
period I have been trying to get it to a hearing and a vote. 
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Mr. Jones. The Chair will certainly cooperate with the gentleman 
from California to get a vote on this this week. 

Mr. Scupper. Fair enough. 

Mr. Aucuincioss. Is there any reason why we should not meet to- 
morrow morning in the subcommittee to try to finish it and come to 
a vote, so that on Thursday the action of the subcommittee can be 
before the full committee? 

Mr. Jonzs. I would like to accommodate the gentleman by having it 
on tomorrow, but I have other obligations and I cannot be here 
tomorrow, so we will take it up on Thursday. . 

Mr. Aucuincioss. Will you be away this afternoon? 

Mr. McGrecor. What I am fearful of is, on Thursday the full 
committee will take up a lot of time on rivers and harbors, and we will 
not get an opportunity for final vote on this bill and the act expires 
July 23. 

Mr. Jonzs. Off the record. 

(Discussion off the record.) 

Mr. McGreecor. I am wondering, can the Subcommittee on Public 
Buildings and Grounds meet Thursday morning at 9 o’clock and let 
us say yes or no, so that we could make a full report to the full com- 
mittee at 10 o’clock, or when they finish the rivers and harbors bill? 

Mr. Jonegs. I would prefer that we have the full committee meeting 
first and let the Chair have the privilege of presenting the bill to the full 
committee afterward. The members of the committee can appre- 
ciate the fact that we have been engaged with all those other bills 
and have not had a priority of use of the committee or the members of 
the committee for these bills. It-just follows we will get to it as soon 
as we can, and it is certainly a controversial problem. 

I want to assure the members of the committee that you will have 
full and complete opportunity of voting on this or any other propo- 
sition now pending before this committee with respect to the con- 
tinuation or the discontinuation of Public Law 519, or any other bill 
you want to bring before the subcommittee. 

Mr. McGrecor. This week? 

Mr. Jonus. Yes. 

Mr. Aucuincioss. Do you not think that people’s minds are pretty 
much made up as to how they are going to vote right now? 

Mr. Epmonpson. I want to offer a couple of amendments. 

Mr. Jonzs. The committee will stand adjourned, and I hope to be 
able to inform the members that we have been able to work it out so 
that we will have an executive session on Thursday. 

(Whereupon, at 11:45 a. m., the subcommittee adjourned subject 
to the call of the Chair.) 
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